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United States
of America

SENATE—Friday, June 20, 1986

The Senate met at 9:30 a.m., on the
expiration of the recess, and was
called to order by the President pro
tempore [Mr, THURMOND].

PRAYER

The Chaplain, the Reverend Rich-
ard C. Halverson, D.D., offered the fol-
lowing prayer:

Let us pray.

God of all comfort, we commend to
Your care and compassion Stu Balder-
son, financial officer, and his wife,
Marie, in the tragic death of their son
yesterday.

And so we remember the family of
Len Bias and all who loved him.

The Lord is my shepherd; I shall not
want. He maketh me to lie down in
green pastures: he leadeth me beside
the still waters. he restoreth my soul:
he leadeth me in the paths of right-
eousness for his name’s sake. Yea,
though I walk through the valley of the
shadow of death, I will fear no evil: for
thou art with me; thy rod and thy staff
they comjfort me. Thou preparest a
table before me in the presence of mine
enemies: thou annointest my head
with oil; my cup runneth over. Surely
goodness and mercy shall follow me all
the days of my life; and I will dwell in
the house of the Lord for ever.—Psalm
23.

Thank You Lord for this beautiful
psalm from one of history’s great
rulers, King David. Thank You for its
promise of rest, restoration, and fear-
lessness, even through the valley of
the shadow of death for You are with
us. Help us to hear and believe and
live. Amen.

RECOGNITION OF THE
MAJORITY LEADER

The PRESIDENT pro tempore. The
able and distinguished majority
leader, Senator DoLE, is recognized.
Mr. DOLE. I thank the distin-
guished Presiding Officer, Senator
THURMOND.

(Legislative day of Monday, June 16, 1986)

SCHEDULE

Mr. DOLE. Mr. President, under the
standing order, the leaders have 10
minutes each. I know that the distin-
guished minority leader will not be
available until about noon, so I ask
that his time be reserved.

The PRESIDENT pro tempore.
Without objection, it is so ordered.

Mr. DOLE. Following the leaders’
time, there will be special orders in
favor of Senators HATCH, PROXMIRE,
HartrieLp, GoOrg, MELCHER, and STE-
VENS.

There will be routine morning busi-
ness, not to extend beyond 10:15 a.m.,
with Senators permitted to speak for
not more than 5 minutes each.

At 10:15, the Senate will resume con-
sideration of H.R. 3838, the tax reform
bill, under a previous unanimous-con-
sent agreement. I think the record was
made rather clear last evening that
there will be no more than four roll-
call votes. It is hoped that there will
not be four. There may not be one,
two, or three.

In any event, we agreed that if there
will be more than four, they will be
put over until next Tuesday.

We will be on the tax bill today.
There could be rollcall votes. We hope,
according to the managers—Senator
Packwoop and Senator Lonc—to dis-
pose of 15, 20, or 25 of the amend-
ments that are on the list.

Again, I caution my colleagues that I
would not plan on waiting until Tues-
day, because on Tuesday we will have
about 6 hours before final passage. So
if you have an amendment that you
want to discuss, today would be a good
day to do it.

It is also our hope that there will be
no record votes after, say, 2 or 2:30
this afternoon. But, again, I am ad-
vised by the managers that that does
not mean we will stop work at that
time. It means that we stop rollcall
votes; and we hope that either before
or after that time, there will be a
number of Senators on the floor to
work out their amendments with the
managers, because I understand that

many amendments can be accepted
and some may be withdrawn.

In any event, we really need to make
progress today. Otherwise, there will
be a number of Members who will be
very upset, come Tuesday afternoon,
when they have not had an opportuni-
ty to call up their amendments. They
could still call them up and have a
vote, but there would be no debate.

BACK TO THE ROOTS OF TAX
REFORM

Mr. DOLE. Mr. President, based on
the bipartisan agreement last evening,
there is no question that we are on the
way to enacting real tax reform legis-
lation in the Senate. It has been de-
bated and discussed, amendments have
been offered; and every major amend-
ment has been defeated, in accordance
with the plan of the distinguished
chairman of the committee, Senator
PACKWOOD.

Across the country, there is a feeling
of relief on the part of American tax-
payers that we are finally discussing
real tax reform. We have read edito-
rials in the big city newspapers in sup-
port of tax reform. We have heard the
commentators. Yes, there have been
some disagreements, but the call for
true reform is almost universal. In my
home State, we have had an encourag-
ing response from our newspapers, and
I would like to share these words with
my colleagues.

The Hutchinson News perhaps said
it best: “Wow! It's Reform.” That is
what the people want and what they
have come to expect of the Senate bill.
In my view, because of the cooperation
on both sides of the aisle, we have ac-
complished that goal. It has not been
altered to any great extent. It puts the
Senate in a very strong position in
conference, so we can insist on the
Senate rates and to work out some of
the other problems that deal with real
estate and many of the transition
rules Members are sponsoring.

Overall, it is my view that we are on
the way to a substantial—but not
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unanimous—vote in favor of this revo-
lutionary legislation.

KANSAS TALKS TAX REFORM

Since the historic reform package
crafted by the distinguished chairman
of the Senate Finance Committee ar-
rived on the Senate floor, we have
spent half the time “watching grass
grow,” and the other half battered by
an almost round-the-clock amendment
blitz. And there was not exactly a
shortage of speeches, either—especi-
cally in prime time. Much of the activ-
ity has been technical and—in the tra-
dition of this body—confusing. And I
am certain our new TV and radio audi-
ence is hungry for an interpreter.

But despite all the confusion, the
reasons for tax reform remain the
same: Fairness and simplicity for the
American taxpayer. And amid all the
flurry, we should not lose sight of
those compelling reasons for this legis-
lation.

Mr. President, if we need to be re-
minded as to what we have been pur-
suing these long, long days and nights,
I suggest we read some common sense
from the heartland of America. I am
talking about the opinions of tax
reform from Kansas newspaper edi-
tors. These opinion makers know a
good thing when they see it, and they
knew they saw a good thing when the
Finance Committee produced the re-
markable bill we have been consider-
ing these many days.

One editor, from the Hutchinson
News, said it best: “Wow! It's Reform.”

And there is more Kansas wisdom,
such as these words from the Iola
Daily Register:

The Packwood bill—just as it is—would
make the income tax much fairer and give
the U.S. economy an enormous boost. If the
90-percent of the population who would
benefit under its provisions would rise to its
support, it could be written into law this
year.

The Wichita Eagle-Beacon also was
quick to underscore the popular theme
of our bill:

The measure significantly would reduce
personal and corporate tax rates, remove
millions of poor people from the tax roles,
abolish many of the current system's abuses
and make economic productivity, not the
Tax Code, the primary rationale for many
financial decisions.

Writing for the Johnson County
Sun, John Uhlmann recognized that
history could be in the making:

All too often, it is claimed that a piece of
legislation will be great for the people and
the future of this country. Watch closely
and enjoy, for this is one of those rare occa-
sions where that claim will come true.

MTr. President, we are on the verge of
a major breakthrough for the belea-
guered taxpayer. Let us heed some
common sense from the Newton
Kansan:

The package as the committee wrapped it
is a good one. The Senate should not
unwrap it.
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I ask unanimous consent that the
complete text of these tax reform edi-
torials be printed in the REcorb.

There being no objection, the edito-
rials were ordered to be printed in the
RECORD, as follows:

[From the Iola Daily Register]
TAX REFORM BILL NEEDS PUBLIC SUPPORT

A radical tax reform bill sailed out of the
Senate Finance Committee with a unani-
mous vote Wednesday and appeared headed
for passage by the Senate next month.

Most Iolans would pay less federal income
tax if it becomes law. The dollars they saved
would be paid by big business—and by a rel-
atively small number who have been shel-
tering high incomes under the present tax
code.

Under the bill there would only be two tax
rates, 15 and 27 percent, and many of the
deductions now being used by those who
itemize would be eliminated.

Perhaps the most controversial change
proposed is elimination of the deductibility
of money invested in individual retirement
accounts by persons enrolled in pension pro-
grams at work. The change, it is charged,
would discourage saving by millions of
middle-class families.

Sen Bob Dole of Kansas disagrees with
this assessment, however, Sen. Dole, who is
a member of the finance committee, said
dropping the tax rate to 15 percent for fam-
ilies with moderate incomes would more
than compensate for loss of the IRA deduc-
tion.

Dole's point can be made as an answer to
all of the other complaints that will be
lodged by those who will lose the advantage
of deductions they now are taking. The
lower tax rates should compensate for the
loss.

The only individual taxpayers who would
pay more under the new code would be
those with high incomes who had been able
to take high deductions under the current
code. They would be able to afford the in-
crease.

The money saved by families and individ-
uals would be made up primarily by profita-
ble businesses which would lose deductions,
such as investment credits on the purchase
of new equipment.

The bill is designed to bring in as much
money as is now produced by the income
tax, so it will have no effect on the federal
budget.

The reform measure was written by Sen.
Bob Packwood, chairman of the committee,
after a far more complicated measure he
first proposed was picked to pieces. His
second effort offers changes as sweeping as
that proposed by the Reagan administration
last year.

Like the Reagan proposal, Packwood's bill
would exempt about six million more Ameri-
can families from the income tax altogether
and, by lowering all other rates and elimi-
nating many deductions, change the way
business decisions are made in this country.

Today tax consequences weigh heavily
when businesses and individuals consider
whether and when to buy equipment, build
or improve buildings, expand or contract
their operations. If Packwood's reform
passes, such decisions would turn far more
on business reasoning. The result should be
a more efficient, productive ecomony.

The lowered rates would allow millions of
lower and middle-income Americans to keep
more of the money they earn. The addition-
al spending power created would be a power-
ful stimulus to business and could prolong
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expansion of an economy which appears due
to slow down next year without a new shot
in the arm.

Despite all those pluses, the Packwood bill
will be under tremendous pressures. Those
who would benefit the most from it—lower
and middle income families—belong to the
vast majority who only contact members of
Congress when they feel threatened.

They'll stay on the sidelines, silent, while
all those who have something to lose if the
bill becomes law pour into Washington to
make their pleas.

It will take all of the resolve the good
ladies and gentlemen who write the laws
can muster to stay the course.

Their task would be much simpler if that
silent majority would bestir itself this time
and speak up.

The Packwood bill—just as it is—would
make the income tax much fairer and give
the U.S. economy an enormous boost. If the
90 percent of the population who would
benefit under its provisions would rise to its
support it could be written into law this
year.

[From the Wichita (KS) Eagle, May 9, 19861
Tax RerorM: LOBBYISTS vs. PUBLIC

Armies of lobbyists are being recruited to
defend the tax shelters and preferences
threatened by the tax reform bill drafted by
the Senate Finance Committee.

Senate Majority Leader Robert Dole now
stands as a tribune for tax fairness, simpliei-
ty and economic good sense against the
hordes of privilege. If Mr. Dole can steer tax
reform through the Senate and eventually
into law, he would do much to dispel the
popular perception that Congress is behold-
en to economic special interests—and their
political action committees.

The Senate Finance Committee bill is
clearly beneficial to most Americans and to
the nation's economy. The measure signifi-
cantly would reduce personal and corporate
tax rates, remove millions of poor people
from the tax roles, abolish many of the cur-
rent system’'s abuses and make economic
productivity, not the tax code, the primary
rationale for many finanecial decisions.

Realizing that Congress doesn't always
put the national interest above the special
interests, the Finance Committee put some
“lobby-proofing” in the tax reform bill. The
committee measure says a final Senate bill
must be 'revenue neutral,” meaning that
any amendments that cost the Treasury
must include a way to replace the lost
money.

Without that discipline, the Senate un-
doubtedly would turn tax reform into an
auction of special-interest tax breaks. Now,
however, a senator wanting to preserve the
deduction for Individual Retirement Ac-
counts, for example, must gore someone
else’s ox to get it.

Some special interests would prefer to kill
tax reform entirely rather than lose their
loopholes. The current system has allowed
numerous individuals and corporations to
avoid carrying an equitable tax burden.
Many lobbyists have earned large salaries
by getting tax breaks out of Congress. Such
people are not going to surrender their spe-
cial favors just to make the tax code fairer
and simpler for their fellow citizens.

Mr. Dole, Finance Committee Chairman
Robert Packwood and President Reagan
have promised to push the Finance Commit-
tee measure. Arrayed against them are some
of the most clever, determined people in
Washington. Whether the people’s repre-
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sentatives withstand the onslaught of out-
raged special interests could set the tone of
government for years to come. Tax reform
is no longer just a good idea. It has become
a test of who rules Congress.

[From the Kansas City Star, May 14, 1986]
SIMPLICITY ITSELF

Simplicity. That's what the new tax bill
promises, regardless of whether it will raise
or lower your taxes. Even for those who
would end up paying more under the pro-
posed system, its simplicity offers some con-
solation.

The proposal would allow people to quit
worrying about how they ought to make
their money to take maximum advantage of
complex tax laws. Spending decisions would
also be easier for the same reason. A dollar
here would be much more like a dollar
there.

Fewer people would itemize. More average
citizens could, at least after a year or so,
figure their own taxes instead of having
someone else do it. You could forget about
filing away sales tax receipts. You could
evaluate investments on their own merits as
they relate to your life, rather than the arti-
ficial ones set up at some point in Washing-
ton.

You could enjoy weekends in early April a
little more.

Simplicity is not the only requirement for
a tax system. It is not even the most impor-
tant one. But in an increasingly complex
world, one that presents us with an abun-
dance of information and misinformation to
evaluate, simplicity is worth something.
Maybe it's worth more than we realize.

[From the Hutchinson News, May 9, 19861
Wow! IT's REFORM

No matter what happens to the Senate Fi-
nance Committee's startling new tax reform
bill, 20 U.S. Senators have given new mean-
ing to the language and new hope to every-
one weary of being battered by special inter-
ests.

The plan is truly tax reform

That alone will brush away years of cyni-
cism about politicians’ actions in Washing-
ton, where tax reform in the past has
always meant tax increase.

Because it is tax reform, the plan gores
most special interest loopholes in the U.S.
tax code. That, too, makes the proposal so
appealing.

The plan proposes only two tax brackets:
15 percent and 27 percent. Currently there
are a bewildering 14, with tax rates ranging
from 11 percent to 50 percent, in the midst
of a complex array of deductions and loop-
holes geared obviously for the wealthy.

In the new Senate Finance Committee’s
proposal, some of the middle class’ favorite
deduction loopholes would be kept. They
are deductions for interest paid on home
mortgages and deductions for state and
local income and property taxes, and deduc-
tions for charity.

But that's about it for deductions. Tax
shelters would be zapped. Rich taxpayers
would be tapped in other clever ways to pre-
vent them from getting a windfall in the
sharp reduction of their tax rates. Corpora-
tions would pay a lot more income taxes.
And millions of poor people would not have
to pay any income taxes.

A few special interest loopholes have sur-
vived (and many more, of course, will be
sought in the forthcoming hassle as the spe-
cial interests mobilize).

But the new tax reform bill approved near
midnight in Washington Tuesday deserves
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an astonishing salute from the nation. It's
far better than anyone would have dared to
hope could ever be generated anywhere in
the U.S. Congress.

The task now will be to encourage all our
congressmen to fight off the frantic special
interests and perfect a tax reform bill that,
astonishingly, currently is a tax reform bill.

[From the Newton Kansan, May 19, 19861

KeerinNG IT RoLLING

The Senate Finance Committee has pro-
duced a good tax reform bill, supported by
all the committee members. Now the bill
will have to be defended on the floor of the
Senate from lobbyists representing special
interests.

The floor debate, which is expected to
occur next month, will be the first major
debate in the Senate to be televised.

Sen. Robert Byrd, D-W. Va., the Senate
minority leader, has endorsed the Senate Fi-
nance Committee version of tax reform, as
has the Senate majority leader, Sen. Bob
Dole, R-Kan.

Byrd called the bill real tax reform and
said he doesn't expect great changes to be
made in it on the floor of the Senate. He
doesn’t think it will become a “Christmas
tree’” tax bill.

If anyone could decorate this bill with
tinsel and baubles for the special interests,
it would have been done in the Senate Fi-
nance Committee, where the special inter-
ests have historically achieved their pur-
poses. But it was not done. Miraculously,
Sens. Robert Packwood, R-Ore., the com-
mittee chairman, and Bill Bradley, D-N.J., a
champion of income tax reform, managed to
get a relatively clean bill out of the commit-
tee and onto the Senate floor.

Real estate interests called the bill “a
meltdown” because it destroys real estate
tax shelters.

But the Senate Finance Committee bill is
good precisely because it eliminates most
tax shelters. If it is to be amended, the re-
maining ones (for the oil and timber indus-
tries) should be dropped.

The elimination of Individual Retirement
Accounts for employees covered by other te-
tirement plans is causing great commotion.
The IRA tax exemption was a good idea,
stimulating individual saving and invest-
ment. But comprehensive tax reform is a
better idea, and it would certainly be prefer-
able to pass the Senate Finance Committee
tax reform bill intact rather than to open it
up to a process of amendment which would
give the lobbyists a field day.

The package as the committee wrapped it
is a good one. The Senate should not
unwrap it. Pass it on to a Senate-House con-
ference committee without any amendment.
That will make it harder for the special in-
terests to tamper with :i.‘"

[From the Hutchinson News, May 19, 19861
Surg, KL IRA's

The tax reform bill passed recently by the
Senate Finance Committee is a collection of
magnificent tax reform decisions.

One of the best decisions was to kill the
highly popular IRAs as tax loopholes.

The IRAs are loved by practically every-
one, They have been embraced by 25 million
Americans in only five years. They have
been extremely popular with banks, bro-
kers, savings and loan companies and other
financial institutions. They could generate
extraordinary retirement advantages for the
people who have signed up.

Yet the IRAs should go, as the Finance
Committee recommends.
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The reason is that the IRA is a tax loop-
hole, too. It is for special interests, mainly
the more well to do. (How many poor people
can afford to live on current income, let
alone set aside $2,000 for retirement?)

The IRA is a classic example of subsidiza-
tion of the middle or upper class by the
poor, as part of a complex tax structure
that favors the wealthy.

The financial community will scream at
the loss of the IRAs. Let it. All the other
special interests will scream at the loss of
their favorite loopholes in the proposed
reform bill. Let them.

Instead of compromising away some of
these radical tax changes, the nation should
demand more of the same. More of the sur-
viving tax loopholes should be closed. More
of the surviving special interests should be
gored.

The IRA decision is a magnificent start in
admitting who the special interest villains
are and what needs to be done.

But we should go all the way.

The nation now should demand also that
income tax deductions be ended for home
mortgage interest payments, state and local
taxes, and all other deductions.

If only Pogo were alive to see all this.

Packwoobp BiLL WiLL HAvVE A PosITIVE
EFFECT

(By John Uhlmann)

Our nation is witnessing an historic event
of enormous proportions. The Senate Fi-
nance Committee chaired by Senator Bob
Packwood (R-Oregon) has proposed a tax
bill which will have a profound and im-
mensely positive impact on this country and
the welfare of its people.

This is a tax code which almost everyone
can understand. The overwhelming majori-
ty of individuals and companies will benefit
from much lower rates. Lower rates are
achieved by eliminating almost all tax pref-
erences, sometimes referred to as “loop-
holes.”” Those few deductions which are left
will benefit a great number of Americans
such as homeowners and charities. Our sen-
ators and congressmen will be freed from
the clutches of special interest lobbyists at-
tempting to gain benefits for their organiza-
tion, industry and/or company.

That the total wealth of the country will
increase is self-evident, as individuals and
corporations invest for the greatest finan-
cial return rather than in those activities
which Congress, with the aid of special in-
terest lobbyists, determine will return the
greatest social good. Businessmen, lawyers
and accountants will figure out ways to
better serve the public rather than spending
their efforts petitioning Washington for tax
advantages to serve their own parochial in-
terests.

A reasonable and logical question is; “If
this is so wonderful, why has it not been
proposed before?” To answer this question
and to forecast the future benefits to the
nation, we must review the current situation
in its historical perspective.

In 1801, President Thomas Jefferson de-
clared he wished to abolish all internal fed-
eral taxes and reduce federal expenditures
and personnel. Alexander Hamilton was
horrified. Thus began an ongoing battle
which still rages today between those who
would leave the nation’'s financial affairs in
the collective judgment of the people (popu-
lists) and those who believe that the na-
tion’s important financial decisions should
be determined by a small, enlightened group
of brilliant people (central planners).
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In the last fifty years, the Hamiltonian
view has won over the majority of those in
the House and the Senate. It has served
them well politically by buying votes from
their constituency and monetarily by rais-
ing funds from special interest lobbyists,
and has stroked their egos by giving them
the feeling they have the power and intelli-
gence to direct the economy.

It now appears that the people are on the
verge of a great victory. Every political fac-
tion can claim credit for this victory. Liberal
Democrats can point out that this bill
strikes at the rich who do not pay their fair
share. Moderate Democrats, such as Sena-
tor Bradley of New Jersey and Representa-
tive Gephardt of St. Louis, can point with
pride that this bill closely resembles the one
they have been proposing.

Liberal and moderate Republicans, includ-
ing Senator Jack Danforth, led by Senator
Packwood, put together the cohesive pack-
age. This gained a unanimous (20-0) vote in
committee. Senator Bob Dole played a cen-
tral role in pushing this measure through
the committee. Conservative Republicans,
led by President Reagan and including Con-
gressman Jack Kemp, provided the philo-
sophical climate which resulted in the cata-
clysmic change to a populist approach to
raising revenues.

All to often it is claimed that a piece of
legislation will be great for the people and
the future of this country. Watch closely
and enjoy, for this is one of those rare occa-
sions where that claim will come true.

UNITARY TAX PROPOSAL

Mr. DOLE. Mr. President, last
evening there was some disagreement
on whether or not the unitary tax
amendment was to be included in the
list of amendments, and there was a
lot of misunderstanding. I know that
Senator WiLson felt strongly.

I was informed by some that had
they known it was on the list, they
would have objected. In an effort to
reach an agreement, Senator WiLson
agreed to withdraw that amendment
in consideration that, in turn, he could
be promised hearings in the Senate Fi-
nance Committee. That agreement
was made with the chairman; and
there are a number of other Senators,
I assume, on both sides, who have an
interest in serious hearings on that
proposal.

Based on that, I indicated to Senator
MEeLcHER and Senator Byrp that if the
unitary tax proposal did come before
us today, I would make a motion to
table it. I want the record clear that
this would not be done to interfere
with any negotiations Senator WiLsonN
is carrying on. But, frankly, I was
trying to get an agreement, and the
amendments were coming in fairly
quickly, as I recall about 9:30; and ev-
erybody was saying at that time: “Get
it quick. It’s going to fall apart.”

We did the best we could. Senator
WiLsoNn may have felt that we were
prejudging his amendment, but that
was not the case. My effort was to
reach an agreement to try to bring
this to a conclusion and get the Chair
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to say, “Without objection, the re-
quest is approved.”

So I hope I did not offend Senator
WiLson or anyone else. I believe I sup-
port what he wishes to do in this area.

But my larger responsibility was not
to be involved in every discussion and
every amendment. It was to get the
agreement. That was done.

I thank the distinguished minority
leader and others for their coopera-
tion.
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RECOGNITION OF SENATOR
PROXMIRE

The PRESIDING OFFICER. Under
the previous order, the Senator from
Wisconsin [Mr. PROXMIRE] is recog-
nized.

NUCLEAR ARMS CONTROL AT
ITS BEST—-THE INTERNATION-
AL ATOMIC ENERGY AGENCY

Mr. PROXMIRE. Mr. President,
when it comes to nuclear weapons, all
of us, the Congress, the press, and the
public can only seem to see the dan-
gers, the failures, the threat to life.
We ignore the successes, even the
spectacular successes. This Senator is
guilty of speaking day after day of the
failure of arms control. I moan in Cas-
sandra style about the threat of nucle-
ar war. Rarely has this Senator or
other Senators spoken of one of the
most remarkable successes in prevent-
ing nuclear war. Today, in this speech,
I intend to do exactly that.

I can remember standing on the
floor of the Senate in the mid-1960’s
on one occasion when Senator Robert
Kennedy of New York was speaking.
Senator Kennedy reminded the
Senate that the greatest threat to the
survival of civilization in the nuclear
age is the proliferation, that is, the
spread of nuclear weapons. Senator
Kennedy’s brother, President John
Kennedy, had previously warned the
Nation that unless the international
community found a way to stop the
spread of nuclear weapons, as many as
15 to 25 nations would have nuclear
arsenals by the middle of the 1970's.
Well here it is 1986 more than 20 years
after the Kennedy warning and a full
decade after the Kennedy vision of 15
to 25 nuclear nations should have
come about. What has happened?
There are still only five full fledged
members of the nuclear club. Why is
that? It is partly because of the eco-
nomic and technological capacity re-
quired for a full pledged nuclear
power. David Fischer is a former offi-
cial of the International Atomic
Energy Agency. He has written an ar-
ticle in the June-July issue of the Bul-
letin of the Atomic Scientists. Fischer
writes that even Britain and France
will have nuclear arsenals bristling
with 2,000 warheads each by the late
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1990’s or earlier. So the cost of a nu-
clear arsenal that would mean full
fledged in entrance into the nuclear
club has gone up. Nevertheless at least
20 or 30 nonnuclear weapons countries
have the economic and technological
capacity to enter the club as full
fledged major members if they wished
to do so. And yet only Pakistan, India,
South Africa, and Israel have made
even a small start. This is good news
for nuclear peace. It greatly dimin-
ishes the nightmare that nuclear war
will break out in the foreseeable
future. So far we have been very, very
fortunate. Why? Is it blind luck? Or
have there been forces deliberately at
work to stop nuclear proliferation that
have succeeded?

The answer is that it is not just a
matter of luck. It is a great story of
international cooperation and leader-
ship. The leadership for this coopera-
tion has come from the International
Atomic Energy Agency. The IAEA has
done a remarkably successful job of
stopping the spread of nuclear weap-
ons. What is this International Atomic
Energy Agency? It is an organization
that came into being in 1957 as an
agency of the United Nations. It has
133 member nations. It had its head-
quarters in Vienna, Austria. Its mis-
sion is to accelerate the peaceful use
of nuclear energy but to ensure that
assistance provided by the IAEA “is
not used in such a way as to further
any military purpose.” What has the
Agency done to stop proliferation? It
has very nearly stopped completely
the prime source of weapons grade fis-
sionable material crucial to nuclear
weapons. That source is the byproduct
of the production of nuclear energy. It
has done this by reacting effectively to
attempts to divert processed uranium
or plutonium to military purposes.

For example, in May 1981 Israel
bombed a reactor in Iraq, because Irag
had imported a sophisticated nuclear
plant and material for which it seemed
to have no clear peaceful use. The
blame for that incident lay not only
with Israel and Iraq but with the sup-
pliers. As a result of that development,
the IAEA sharply stepped up its safe-
guards. It doubled its budget and
greatly increased the numbers of in-
spectors and inspections. There has
been a steady increase in safeguards
coverage in both weapons and non-
weapons countries. The IAEA has suc-
ceeded in achieving technical progress
with new fuel counting equipment.
And in 1983 the Agency began unan-
nounced, “surprise” inspections. It has
also succeeded in raising the standard
of training and professionalism of its
inspectors.

Is the IAEA sufficiently comprehen-
sive in its inspections to be effective in
stopping nuclear proliferation? Yes.
More than 95 percent of nuclear
plants in all the nonweapons states are
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now under agency safeguards. The
United States and Great Britain have
opened up all their civilian plants to
IAEA inspection. France and the
Soviet Union have opened some. China
has indicated it will follow suit.

Is the IAEA growing or declining in
membership? It is growing. It has
grown from 116 nations in 1980 to 133
today. Is there still a problem? Yes.
But it is concentrated. There are still
nine nonweapons countries operating
nuclear plants outside the Non-Prolif-
eration Treaty. Five of these plants
can or will soon be able to produce
weapons grade—that is unsafeguarded-
fissile material. That’s a serious prob-
lem. But the success of IAEA is far
more impressive.

In his article in the Bulletin of the
Atomic Scientists, David Fisher writes:

Without IAEA safeguards, an internation-
al regime to curb the spread of nuclear
weapons would not be credible today. They
have helped to create confidence that, at
least for the present, proliferation has
stopped in the industrial world and in most
of the Third World. They have become the
conditions for international nuclear trade
and cooperation. No responsible nation will
export without them and in practice, most
now require IAEA safeguards on the entire
fuel cycle of the importing country. They
have provided the world’s first experiment
in systematic on-side inspection and they
may serve as a breakthrough in arms con-
trol.

Mr. President, the IAEA provides a
reassuring example of how arms con-
trol can and does work to keep this
dangerous nuclear weapons world
from exploding into the nightmare of

a nuclear holocaust. We can and must
build on its brilliant success.

RECOGNITION OF SENATOR
GORE

The PRESIDING OFFICER. Under
the previous order, the Senator from
Tennessee is recognized.

Mr. GORE. Thank you very much,
Mr. President.

MX MISSILES

Mr. GORE. Mr. President, on
Monday, I rose to discuss a develop-
ment in the Senate Armed Services
Committee which had been reported
in the press during the preceding
weekend. The development in question
was a vote in subcommittee to cut the

proposed funding request for the
Midgetman missile in half and to

divide the remainder in half yet again,
by way of other requirements whose
effects would be to impair what had
already been impeded.

This judgment was also made by the
full committee later in the week.

The consequences of these measures,
if they are not overturned on the floor
of the Senate or in the conference
committee which would follow, have
now been explained by Under Secre-
tary Hicks in a letter.
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According to Mr. Hicks, the Midget-
man's schedule will be delayed at least
1 year, and that assumes a decision
this coming fall in the Pentagon, to
confirm the missiles design and to
block further efforts at tampering.

My purpose in the earlier speech was
to remind those who regard this delay
as a victory of the real facts. Neither
the modernization of this country’s
nuclear forces, nor the pursuit of its
objectives in arms control can take
place in the absence of a politically ef-
fective consensus. The history of our
struggle over these questions, during
most of the last 15 years, makes this
clear.

During all that time, we have seen
only one concept which promised to
achieve the necessary degree of agree-
ment. That was the Scowcroft Com-
mission report, a document desperate-
ly needed by the President to save one
weapon—the MX—which did so by
proposing another—the Midgetman, a
document intended to expedite force
modernization—which did so by de-
manding more intelligent approaches
to arms control.

The decision to slash funding for the
Midgetman, will—if it is allowed to
stand—bring into serious question
whether the Midgetman will be de-
ployed at all, and consequently,
whether the fabric of the Scowcroft
report will be preserved or torn apart.

If we cannot deploy the Midgetman
it will inevitably call into question the
deployment of the first 50 MX’s, let
alone any more of them as reguested
by the President. The Midgetman, be-
cause it is both mobile and hardened
against nuclear blast, presents an ex-
traordinary challenge to Soviet attack
planners. Under even the most adverse
circumstances, the price to attack
Midgetman, measured either in war-
heads or throweight, is so great as to
destroy any possibility of an effective
first strike against our ICBM force as
a whole, including the MX missile.
Take away the Midgetman, and the
MZX is exposed, vulnerable, while at
the same time highly threatening to
the Soviets.

There is, of course, another way to
defend MX missiles, and that is by de-
fending them with some early and lim-
ited version of SDI, at vast expense,
and at the risk of destroying what is
left of restraint between the United
States and the Soviet Union. But
there are those—and they include vir-
tually all Midgetman'’s critics—who be-
lieve that what this country most
needs is more and more counterforce
warheads, even if it mounts up to a
first strike capability against the Sovi-
ets comprising a large MX deploy-
ment, much larger than now planned,
and backed by a limited defensive net-
work. Their purposes have been well
served by cutting the Midgetman's
budget and obstructing the rest.
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All of this seems to be well under-
stood in the other body.

In a development which has not
been widely reported, the Research
and Development Subcommittee of
the House Armed Services Committee
has just voted 8 to 2 to freeze deploy-
ment of the MX after the first 10 until
and unless the Midgetman goes into
full-scale development.

Presumably, this same measure will
have no serious trouble getting
through the full House Armed Serv-
ices Committee and then the full
House of Representatives.

Mr. President, as a democracy we
need consensus for force moderniza-
tion and for arms control. The devel-
opment of the consensus is always dif-
ficult, indeed tortuous. If we are to
preserve the prevailing consensus, we
must strengthen the logic of the Scow-
croft Commission report.

I suggest the absence of a quorum

The PRESIDING OFFICER. The
clerk will ecall the roll.

'fhe bill clerk proceeded to call the
roll.

Mr. HECHT. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

RECOGNITION OF SENATOR
HECHT

The PRESIDING OFFICER. The
Senator from Nevada, Mr. HecHT, is
recognized.

IMPEACHMENT OF JUDGE
HARRY CLAIBORNE

Mr. HECHT. Mr. President, I wish to
speak on the impending impeachment
of Federal Judge Harry Claiborne of
Nevada.

Mr. President, the Constitution of
the United States provides that “no
person shall be deprived of life, liberty
or property without due process of
law.” Every American is guaranteed
the right to a final day in court.

The Constitution also provides for
impeachment of judges to begin in the
House with a trial in the Senate. As a
U.S. Senator I have taken an oath to
uphold the Constitution.

If Judge Harry Claiborne feels that
Congress is his court of last resort, he
is entitled to that forum under our
Constitution.

Mr. President, I suggest the absence
of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The bill clerk proceeded to call the
roll.

O 1010

Mr. STEVENS. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.
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The PRESIDING OFFICER (Mr.
D’AmaTo). Without objection, it is so
ordered.

ROUTINE MORNING BUSINESS

The PRESIDING OFFICER. Under
the previous order, there will now be a
period for the transaction of routine
morning business.

JULIE HEW, ESSAY WINNER

Mr. INOUYE. Mr. President, the
1986 winner of the National Journal-
ism Contest sponsored by the Presi-
dent’s Committee on Employment of
the Handicapped was Julie Hew, a
senior at Kapaa High School on the
island of Kauai in the State of Hawaii.
I recently had the pleasure of partici-
pating in an event at which Miss Hew
was awarded a scholarship from the
Disabled American Veterans, which
she plans to use in attending the Uni-
versity of Oregon.

Mr. President, I share this informa-
tion about Miss Hew not merely be-
cause she is a resident of Hawaii—al-
though that is a great source of
pride—but more importantly, because
I believe her prize-winning essay is
worthy of attention by my colleagues
and the citizens of our Nation.

Her essay, “Live, Learn, and Enjoy,”
is a description of a leprosy victim,
Elroy Malo. Victims of leprosy, or
Hansen's disease, have since Biblical
times suffered the societal stigma of
their disease as well as its crippling ef-
fects. In Miss Hew's essay, we learn of
Elroy Malo's tremendous difficulties
with leprosy and blindness, but also
his undiminished inner strength that
enables him to persevere.

Against great odds. Elroy Malo has
become an active leader of the dis-
abled community and an inspirational
figure for all. We owe much to Miss
Hew for so sensitively and eloquently
sharing the story of Elroy Malo's
struggle to success. I hope that many
others will see that in this story of
personal dignity and resilience, there
are many lessons for us as well.

Mr. President, I ask unanimous con-
sent that Miss Hew's essay be reprint-
ed in the RECORD.

There being no objection, the essay
was ordered to be printed in the
RECORD, as follows:

1986 NATIONAL JOURNALISM CONTEST
WINNER—FIRST PLACE
LIVE, LEARN, AND ENJOY
(By Julie Hew)

While slowly dialing the numbers on the
telephone, I glanced at the clock, 9:04 a.m.
My stomach churned. What am I going to
say? Should I greet him cheerfully or seri-
ously? I hope I don't say anything insensi-
tive or offensive. All these throughts raced
through my head as the phone rang.

““Hello,” came the warm voice at the other
eq%ood morning, Mr. Malo, this is Julie
Hew.”
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“Oh! Howzit.” Instantly I relaxed—this
wasn't going to be so difficult after all!

Elroy Malo, a pure Hawaiian leprosy pa-
tient, has come a long way from the isolated
little community of Kalaupapa where he
was sent in October 1947 at the age of
twelve. As a young boy, Elroy enjoyed the
vast new playground and the escape from
labor in the family taro patch. However, the
stigma of being a Hansen's disease patient
soon set in. The pain of that experience is
still deeply embedded.

Hansen's disease or leprosy has been
around for centuries. It attacks the nerves
of the extremities leaving the fingers and
toes to shrivel. Ulcers and sores develop on
the arms and legs that are void of feeling
and unable to indicate pain or injury. Blind-
ness also occurs in later stages. It is fre-
quently referred to as “the living death” be-
cause the disease itself is not fatal, but the
victim lives with the physical and mental
distress for the rest of his life. Today, 11
million people throughout the world are af-
flicted with leprosy. Most cases occur in
South China, Southeast Asia, India, Central
Africa, South and Central America, the
Malay Peninsula, and the South Pacific Is-
lands. In Hawaii, the disease is thought to
have originated in China when immigrants
brought it over in the 1850's. Hawaiians,
having been isolated for so long, had little
immunity to foreign disease and caught it
readily. Until recently, an effective treat-
ment for leprosy did not exist. Thus the pa-
tient was forced into isolation from the rest
of society. The falsehoods that provide the
stigma of leprosy depict those patients as
the dregs of society, those who are being
punished by God, or inhuman. But leprosy
patients are people with a disease, and they
have the same feelings, desires and goals as
anyone else.

Elroy Malo is an example of how one can
overcome his difficulties and make the most
of life. Leprosy claimed his_b and his
sight, but not his brain or heart.”

While living on Molokai, and later in
Pearl City, Elroy was restricted to the
grounds of a school or hospital. He was
never allowed to be completely free. By
nature, he was energetic and proud, and he
came to resent the brand others put on him
or the invisible walls that kept him from
being like other people. He became very
bitter and angry at the world. Rebelling, he
refused assistance from his teacher and
doctor, and preferred to be alone, drowning
his sorrows in alcohol. His depression and
negative attitude continued until 1972 when
he finally moved out of the hospital. After
24 years of confinement, Elroy was ready to
become an active part of the community.

Until 1971, Elroy practiced self-rehabilita-
tion. He taught himself how to use a cane
by trial and error—frequently walking into
walls and banging sensitive shins. Then he
started rehabilitation at Ho'opono School
for the Blind and Visually Impaired. In
1972, he began attending the University of
Hawaii with three goals in mind: voice train-
ing (singing is a great passion of his), learn-
ing to speak Hawailan, and learning to
write. School was a test in itself on Elroy's
determination and perserverance. He had to
take oral exams and tape record Jectures,
which meant studying twice as hard as ev-
eryone else. In 1978 the hard work paid off
and Elroy received his Bachelor's degree in
Hawaiian language. Two years later he was
awarded his teaching certificate.

Now Elroy sits on numerous boards of
non-profit organizations, sharing his views
as a representative of the disabled. He has
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been on boards of directors for the Eye of
the Pacific, Ho’opono School for the Blind
and Visually Impaired, and the Aloha Coun-
cil (affiliated with the American Council).
He was also the representative of the dis-
abled to the Oahu Tenants Association
Council, and the second vice president for
the association in his building. The Aloha
Council engaged him to make speeches at
rallies to various groups on his experiences
and the importance of the Council. Elroy is
also an active participant in the Very Spe-
cial Arts group that puts on plays by the
disabled for the community.

Although he lives by himself in the
Hawaii Housing project, Elroy is not alone.
In 1982, he was the first blind person from
Hawali to travel to Australia to get a seeing-
eye dog. His trip was sponsored by the Eye
of the Pacific, and it changed his life.
Kieran, his full-time companion helps with
traveling tremendously. Sometimes the pair
don’t end up in their desired location, but
those times are rare and Kieran has im-
proved Elroy's quality of life and feeling of
independence.

There are approximately 36 million dis-
abled people in the United States alone,
Each year 4 million new cases of eye dis-
eases are discovered and % a million are di-
agnosed as “legally blind.” Yet Ho'opono is
the only school of its kind in Hawaii and
there are only 55 throughout the country.

Elroy Malo lives with two “disabiities.” He
has leprosy, and as a result of that is blind,
but he hasn’t let his physical limitations
prevent him from broadening his horizons
and helping others.

“Disability” is a label I question. It refers
to the lack of ability and connotes incompe-
tence, yet Elroy Malo has the ability to do
many things that others cannot. He is not
disabled, he is physically limited. Elroy is a
special person. Some people with physical
limitations are in fact disabled because they
believe they are disabled, and they let
others tell them so. Elroy's attitude is posi-
tive about himself and his capabilities.
Being able to accept his situation has
helped him overcome his anger and bitter-
ness which in turn helps him lead a produc-
tive life.

“Don't let other people's hang-ups stop
you from doing what you want,” he says,
“and don't be afraid to try new things, be-
cause someday you’ll be happy to say, ‘I'm
glad I did it’ instead of ‘I wish I did."”

Elroy has dedicated his life to helping
others through non-profit organizations or
by sharing his story so that others may ben-
efit and learn from it. Now, he can demon-
strate his courage, determination and a posi-
tive outlook on life.

Those of us who are not among the 36
million people with physical or mental limi-
tations sometimes take for granted our ev-
eryday abilities. We quickly glance at the
clock or use healthy fingers to dial the tele-
phone. Someone like Elroy Malo has to
remind us of how precious our good health
is. The key to life is your attitude. The will-
ingness to try the new, practice the diffi-
cult, face reality, and be optimistic makes
an enormous difference. Because of his
physical limitations, Elroy compensates by
doing as much as he possibly can. He
doesn’t sit around feeling sorry for himself.
He goes out, keeps busy, and has a lot of
fun, If we all lived like Elroy, whether
healthy or “disabled”, and stopped thinking
only of ourselves, no one could complain of
being unproductive, desolate, or destitute, I
admire Elroy Malo'most for never giving up
and making contributions to a society that
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at one time looked down on him with scorn.
A well-known saying reminds us to "live and
learn.” Elroy Malo is living, learning, and
enjoying it!

FIFTIETH ANNIVERSARY OF
RANDOLPH-SHEPPARD ACT

Mr. STAFFORD. Mr. President,
during my service in the U.S. Senate,
and particularly during the years
when Senator Jennings Randolph was
a leading Member of this body, I had
the privilege of being the ranking
member of the Subcommitee on the
Handicapped of Labor and Human Re-
sources, of which Senator Randolph
was the most able, distinguished, and
outstanding chairman.

During that time we had frequent
opportunities to be involved in what
was known as the Randolph-Sheppard
Act. That was a piece of legislation
which was signed by then President
Franklin Delano Roosevelt 50 years
ago today.

So this is the 50th anniversary of
the signing of the Randolph-Sheppard
Act.

I think it is appropriate for me to
say a few words to remind all of us
that that act was signed 50 years ago,
and to note how important that has
been to some of the visually handi-
capped people of America and to the
Nation itself.

What that act did, in essence, was to
provide that the blind and visually im-
paired people of this country who
wished to do so could establish small
shops—to put it in plain English—in
U.S. Federal buildings. Over the 50
years since Franklin Roosevelt, as
President, signed that act, some 39,000
visually handicapped people have had
an opportunity to be small business-
men and women in Federal buildings
here in the United States.

At the present time there are 3,875
people, approximately, who are en-
gaged in retail activities, if I may use
that popular term, under the provi-
sions of the Randolph-Sheppard Act
in this country. It is interesting to
note that those people are earning an
average income from these activities
of $18,300 a year.

So this act presently is helping 3,800
people, in total over 50 years 39,000
people. It has allowed from 3,500 to
4,000 people a year who are either to-
tally blind or seriously visually im-
paired to be productive, self-support-
ing citizens of the United States of
America.

I wanted this opportunity to pay my
respects to Senator Randolph and to
the co-author, Senator Sheppard of
Texas, for the conception of this act
and for the long, hard work which
Senator Randolph devoted to the act
to make sure that it nourished in the
years following its inception. I can per-
sonally testify as to how much time
and work he devoted to it in the years
when I served with him on the Handi-
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capped Subcommittee of the Commit-
tee on Labor and Human Resources in
the Senate.

SENATOR HART AND AMERICAN
FOREIGN POLICY

Mr. BYRD. Mr. President, the dis-
tinguished senior Senator from the
State of Colorado, Mr. HART, has been
one of the most thoughtful Members
of this body over the years. He has
consistently displayed a vision which
has often broadened my own perspec-
tive on some of the central problems
of our era. At the same time, he com-
bines his intellectual freshness with a
good dose of practicality.

Mr. President, it is this quality of
bold and creative thinking, solidly
grounded in Rocky Mountain pragma-
tism, which has again marked his
latest effort, a comprehensive three-
part series of addresses on American
foreign policy delivered on June 11, 12,
and 13. His foreign policy series, enti-
tled “Enlightened Engagement: A For-
eign Policy for the 21st Century,”
given at the Georgetown School of
Foreign Service, outlines in broad
strokes a comprehensive framework—a
vision—of the challenges and opportu-
nities for this country into the next
century. It is precisely this kind of
analysis which is obviously and sorely
lacking in the fractured and drifting
ad hoc militarism which characterizes
the present administration’s approach
to the world.

In the key regions where America’s
role and America's character are being
tested, particularly in the Middle East
and Central America, American poli-
cies and strategies are infused by no
overall architecture, no broad mixture
of incentives and penalities, carrots
and sticks. All we seem to do these
days is vote on either military assist-
ance or arms sales. In short, this
Nation is lacking exactly what Mr.
HART provides in great detail and elo-
quent style in his address. Mr. HART is
to be commended for this thoughful
exercise, and I highly recommend that
my colleagues and other interested in-
dividuals read this series of addresses.
I ask unamimous consent that the
three-part series be reproduced in its
entirety in the REcORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

ENLIGHTENED ENGAGEMENT: A FOREIGN
PoLicYy FRAMEWORK FOR THE 21sT CENTURY
LECTURE ONE
Introduction

Throughout history, the fate of nations
has depended on their ability to match
changes in the world with changes in their
sense of power, potential, and purpose.
Sometimes a nation pretends it can play
little role in the world when it has so grown
in power that even its inaction has major
consequences. Our nation made that error
in the 1920s and "30s when a return to isola-
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tionism permitted the rise of aggressors in
Europe and Asia.!

More frequently, nations cling to visions
of empire that ignore changes within and
beyond their borders. Austria-Hungary is
this century's best example. Austria was
able to play the role of great power for 200
years on the strength of the victories of
Prince Eugene of Savoy. But when, in 1914,
Austria attempted to act beyond its
strength, reality asserted itself. The Austri-
an empire was wiped from the map.

In this Hobbesian world, the realities of
power and change have a way of impressing
themselves on even the most stubborn.
Sometimes the reckoning can be put off—
Byzantium delayed it for centuries. But
when it comes late, it also comes hard.

For the past several decades, a reality we
have not wanted to acknowledge has been
knocking at our door: the reality of chang-
ing power relationships.

In 1958, President Eisenhower sent the
Marines into Lebanon. The result was what
we expected in the post-war world. Ameri-
can forces were committed, we met little op-
position, we achieved our goal, and the
public supported the action. It was a typical
act by a Superpower in an age of superpow-
ers: easy and successful.

In 1961, President Kennedy also expressed
the confidence of a superpower when he
said we would “pay any price, bear any
burden, meet any hardship, support any
friend, oppose any foe to assure the survival
and the success of liberty."” His words were
well received by a nation that did not antici-
pate a situation in which the price could be
too high or the burden too heavy.

Reflecting this confidence, in 1965 we sent
American combat troops to defend the Re-
public of Vietnam. The initial commitment
a year earlier had not been controversial;
the Tonkin Gulf resolution passed the
Senate 88 to 2, and the House 414 to 0. Ten
years later, Saigon fell to the North Viet-
namese army, as helicopters plucked the
last remaining Americans from the roof of
our Embassy. It is a scene we will never
forget.

Vietnam should have led us to reconsider
our perceptions of our role and means in the
world. Yet in 1982, acting as if little had
changed since 1958, we again committed the
Marines to Lebanon—this time, without
clear purpose or support. And this time, the
lesson was not a decade in coming. We suf-
fered an embarrassing defeat, militarily and
politically, in less than two years. In just
four months, we went from hearing the
President of the United States tell our
nation that the village of Suk al-Gharb was
a vital national interest to watching our
troops, minus 285 dead, board their trans-
ports and sail away.

There is an important lesson here: global
change in the 1960s, '"70s, and '80s has
outrun a foreign policy largely constructed
in and for the 1940s and '50s. Our goals
have not changed. As always, we seek to
ensure that Americans enjoy security and
opportunity; that our fellow human beings
around the world live with freedom and dig-
nity—and when they do not, that they look
with hope to America’s leadership; that,
with the cooperation of our allies and the
support of our own people, we will take any

! The point applies with equal force to interna-
tional economics. As Charles P. Kindleberger notes,
the world-wide depression of the 1930s resulted, in
large part, from the unwillingness of the U.S. to
assume responsibility for world economic leader-
ship that Britain had surrendered.
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actions necessary to protect the security of
our nation and the survival of our planet.

Our values and goals are constant, but the
world in which we pursue them continues to
change—dramatically. Because we have re-
sisted those changes, too many of our ac-
tions in the world are irrelevant, ineffective,
or even counterproductive. If we continue to
ignore the world’s changes, we will suffer in-
creased conflict between our power and our
commitments, our opportunities and our ac-
tions.

America still has unparalleled strengths
and responsibilities. Our challenge is to
unite the American people behind a vision
that better employs our strengths and ful-
fills our responsibilities.

What are the changes that have outrun
our foreign policies? What further changes
will confront us in the coming decades? How
can we use those changes to bring America’s
commitments and power into harmony?

No individual should presume to have
complete prescriptions for all the foreign
policy challenges that confront us. Nor
should we attempt to reinvent the world.

These lectures seek to provide a direction
for our thinking about the role of America
in the world toward the 21st century. Even
now, we can create a better framework for
advancing our security, ensuring our pros-
perity, fostering our values, and creating a
safer planet. We must sound a challenge—a
challenge to seasoned practitioners and
young idealists—a challenge to all Ameri-
cans concerned about our role in the
world—a challenge to think freshly, cre-
atively, and constructively. For I believe we
can make this time of change an American
age of opportunity.

An Era of Change

Many of the major global changes that
render traditional foreign policies ineffec-
tive are already apparent:

First and most important, military and
economic power is distributed more widely,
if not more evenly than in the late 1940s,
when our current foreign policy framework
emerged.

The strictly bi-polar world is gone. In its
place is a world where secondary powers can
defy superpowers, as we discovered in Viet-
nam and the Soviet Union is discovering in
Afghanistan.

Many powers have arisen independent of
either Washington or Moscow. China is one
such. Having broken its Soviet alliance, it
remains wary of allying with the United
States. Brazil and the Asian nations of the
Pacific Rim are emerging as regional eco-
nomic power centers, increasingly less at-
tached to either superpower.

Moreover, an increasing number of events
are driven by neither superpower. Neither
the Soviets’ trouble in Afghanistan nor ours
in Central America is caused by the rival su-
perpower, though in each case the rival
seeks advantages from them. Indeed, in the
third world, forces such as religious fanati-
cism are hostile to both the United States
and the Soviet Union.

Our two nations possess two of the world's
three largest economies, and, in terms of
the survival of human kind, our nuclear
stockpiles are symbolic remnants of bi-po-
larity. But the superpower notion has
become insufficient to capture the complex-
ities of modern power relations.

The diffusion of power is the defining re-
ality of our time. Ultimately, it can also be
the greatest source of American opportuni-
ty.

Second, nationalism—which first appeared
in Europe and America in the 1700s—has
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spread since World War II throughout most
of the developing world. Between 1945 and
1980, over 80 countries became independent
of their imperial rulers. In this age of na-
tionalism and diffused power, a superpower
may have the will to do something, but not
the unilateral means.

In military conflict, war with even a minor
state now often means war with its people,
not just its government and its army. When
its government is defeated, the conflict
often enters a stage of terrorism and gueril-
la warfare—forces that are difficult to
defeat, and which render a superpower's
massive arsenal largely irrelevant.?

Third, we have witnessed an economic
transformation equal in importance to the
Industrial Revolution: the emergence of a
global economy. At the close of World War
II, less than a tenth of the world's goods
and services were traded internationally; by
last year, this figure had grown to nearly 25
percent. This change is keenly felt in the
United States. Since President Kennedy's
time, the share of American jobs dependent
on exports has more than doubled, and the
growth in trade now directly or indirectly
affects nearly every American worker.

This economic revolution has occurred in
a global infrastructure that makes trade
possible: shipping costs reduced to a frac-
tion of those of 30 years ago; an increasing
knowledge of foreign markets; international
communication and full telecommunications
systems. The last of these has implications
well beyond commerce. The communica-
tions revolution pushes far-flung tensions
and conflicts onto the global stage in min-
utes and telescopes the time available to re-
spond to crisis.

If these power shifts have outpaced our
foreign policy, then the changes of the next
few years may outdistance it entirely.

Unless we secure stronger non-prolifera-
tion agreements, the number of nations
with nuclear weapons could triple, with real
or threatened nuclear terrorism a distinct
possibility;

In the absence of new arms agreements, &
multitude of weapons in space and an addi-
tional 10-20,000 Soviet warheads beyond
curgent stockpiles will probably be devel-
oped;

The Soviet Union's ethnic, especially
Moslem, population will have grown faster
than its Russian population; by the 21st
century, the Soviet Union's Central Asian
Republic may have the nation’s highest
rates of unemployment and instability;

The population of Africa will likely
double. The most populous cities in the
world will all be in what is now the develop-
ing world;

China will likely have guadrupled its 1980
national income levels; Brazil may be a trad-
ing power on a par with current-day Korea.

Qur challenge is to adapt our foreign
policy to this historic period of revolution-
ary change,

Unfortunately, most of the foreign policy
debate within both political parties address-
es only one small piece of this larger and

* A superpower may still have the ability to win
in an abstract sense: in theory, we could still be
fighting in South Vietnam and holding on to most
of that country. But, increasingly, a superpower
can no longer do so at a price it can afford to pay,
at home or abroad. While its will to make the ini-
tial commitment may have been strong, it cannot
sustain that will in face of a price wholly dispropor-
tionate to the potential gain. One of the easiest pit-
falls & major power can fall into is making a long-
term commitment based on a short-term calcula-
tion of will.
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more complicated puzzle: when and how to
use American military force, and which
Soviet-aligned forces to oppose with our
own force. Unquestionably, these are impor-
tant and difficult questions. But even if we
were to divine a “correct” answer to those
questions, our foreign policy would still be
sorely inadequate on many fronts to steer
us into the 21st Century.

A foreign policy framework for the year
2000 should tell us more than where, when,
and how to send American arms and troops.
It should tell us how to contain Soviet ex-
pansionism and move beyond an increasing-
ly unproductive, dangerous, and insufficient
U.S.-Soviet competition. It should tell us
how to adapt NATO and our other alliances
to changing times. It should tell us how to
battle African famine, defuse the Latin
American debt bomb, and nourish the trend
toward open societies throughout the devel-
oping world. It should tell us how to make
America more competitive in the world
economy. Above all, it should tell us how to
reach the next century safe from nuclear
disaster.

I believe such a new framework—which I
call a framework of enlightened engage-
ment—has four pillars:

Management of U.S.-Soviet relations in a
way that uses rising nationalism in the de-
veloping world, America’s economic advan-
tages, and nuclear arms control to advance
America's interests;

Much greater reliance on international ec-
onomics—not just to promote American
prosperity—but also as an explicit instru-
ment of our security goals;

Strengthening America's alliances by en-
suring they are based on equality rather
than dependency;

Engagement in the developing world in
order to promote open societies and eco-
nomie opportunity.

Enlightened engagement means translat-
ing the global diffusion of economic, politi-
cal, and military power—the defining reality
of our age—into an opportunity for new
American leadership.

America’s Past Foreign Policy Frameworks

This framework flows from America’s his-
tory. In our 210 year history as a nation, we
have had three frameworks for our foreign
policy—three different sets of basic princi-
ples and goals that guided our relations
with the world.

The first framework is generally known as
“isolationism,” and it guided us until rough-
1y the end of the 19th century.® To be sure,
we were not closed to the rest of the world
like an earlier Japan. Instead, we believed
that our noble experiment in democracy
would energize the drive for freedom in
other nations. We were also commercially
active by the standards of the day. But
during the isolationist pericd, we were reluc-
tant to involve ourselves with other nations
in formal alliances, in wars outside North
America, or in diplomatic commitments that
reached beyond supporting commercial en-
terprise.

It may startle some to say our Founders
were isolationists, But by today’'s standards

¥ There is no precise date when any of our frame-
works change; the rise and fall of their influence on
our policymaking are gradual. But by the end of
the 19th century, we had embraced Manifest Desti-
ny, entered into war with Spain, and acquired the
Philippines. America, by this point, had begun its
entrance onto the world diplomatic stage. Within
two decades, we would be engaged in a major Euro-
pean war.
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they were, and they had good reasons for
thinking as they did. We were not a strong
nation. Our armed forces were small and
weak. We did not have the wherewithal to
engage in international power politics.*

But another element of our Founders' iso-
lationism was related to our system of gov-
ernment and is fully relevant to us today.

Our Constitution was crafted with the
foremost goal of preserving domestic liber-
ty. To that end, the Founders created a gov-
ernment of separated powers that would be
constrained by public opinion and have
great difficulty acting precipitately or uni-
laterally. The system of checks and balances
they designed remains an inspired guardian
of domestic freedom, but it placed inherent
constraints on our engagements abroad.
Unlike monarchies of the time, our govern-
ment could not make most decisions quickly
and in secrecy, and then insulate those deci-
sions over many years from domestic pres-
sures, press scrutiny, or public opinion.®

The Constitution's constraints on our for-
eign policy were not, in practice, very con-
straining for our Founders. Most of them
subsecribed to George Washington's view, ex-
pressed in his Farewell Address, that we
ought to avoid foreign entanglements.® Rec-
ognizing the realities of America's geo-
graphic safety, they constructed a system of
of government that put the burden of proof
on our leaders to form consensus for any
foreign engagements.

In time, America's power so expanded
that we increasingly projected our power
abroad. Around the turn of the century, we
entered the period of our second framework,
which might best be called, “Making the
world safe for democracy.” The phrase came
from Woodrow Wilson, but we began acting
on it earlier, in 1898, when we went to war
with Spain (in part over Spanish suppres-
sion of the insurrection in Cuba). Its high
point was our entry into World War I and
Wilson's Fourteen Points. We fought a “war
to end wars,” and we sought a peace based
on national self-determination, justice to all
nations, and the evolution of Europe into
liberal democracies similar to our own.

The failure of the Versailles Treaty to
embody Wilson’s Fourteen Points, the Sen-
ate’s rejection of the League of Nations, and
the League's subsequent impotence led us
back toward isolationism in the 1920s. But
the tragic consequences of our political, eco-
nomic, and military retreat from the world

+ At the time of the War of 1812—which, it is
useful to remember, we essentially lost—Great Brit-
ain's Royal Navy had more than 100 ships of the
line. We had none. Sweden, Spain, Portugal,
Turkey, and even the Kingdom of the Two Sicilles
had more powerful navies than we did.

5 As Alexis de Tocqueville observed in “Democra-
¢y in America,” “a democracy finds it difficult to
coordinate the details of a great [foreign] under-
taking and to fix on some plan and carry it through
with determination in spite of obstacles. It has
little capacity for combining measures in secret and
waiting patiently for the result.”

¢ “Separated by a wide ocean from the nations of
Europe, and from the political interests which en-
tangle them together, with productions and wants
which render our commerce and friendship useful
to them and theirs to us, it cannot be the interest
of any to assail us, nor ours to disturb them. We
should be most unwise, indeed, were we to cast
away the singular blessings of the position in which
nature has placed us, the opportunity she had en-
dowed us with of pursuing, at a distance from for-
eign contentions, the paths of industry, peace, and
happiness; of cultivating general friendship, and of
bringing collisions of interest to the umpirage of
reason rather than force.” Thomas Jefferson,

Third Annual Address to Congress, 1803.
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quickly became clear, and we ultimately
joined the war in Europe and Asia.

Roosevelt's hopes for the post-war world
marked a return to the Wilsonian vision.
Unfortunately, the “long twilight struggle”
of superpower politics and ideological com-
petition outran this vision in short order.
But, like out first framework, “making the
world safe for democracy” had elements
that are timeless and inherent in our for-
eign policy. As our Constitution made per-
manent a bias against over-commitment
abroad; Wilsonianism left its own grand and
guiding value: human rights.

After Wilsonianism came our third for-
eign poliey framework: containment. It was
adopted in the late 1940s, and it continues
today—although we are currently in a time
of transition to a broader, more current,
framework.

Containment was our response to post-war
Soviet expansionism. Soviet coercion of
eastern European nations into satellites in
1946-'48; sponsorship of communist forces
in the Greek civil war; pressure on Turkey;
continued occupation of northern Iran—
these shattered our expectations of a peace-
ful, cooperative world order. While the war-
devastated Soviet Union was relatively weak
compared to the United States, it was strong
when contrasted to its European neighbors,
who had also suffered in the war.

President Truman recognized that direct
American involvement was necessary to
block Soviet expansion; local powers were
simply too weak to counter it effectively. In
1946, he dispatched the U.S.S. Missouri to
the Bosporus as a signal of American sup-
port for Turkey, and the era of containment
had begun. In the minds of many, that era
has never ended.

Permanent Values in America’s Foreign

Policy

Each of these three past frameworks re-
sponded to circumstances that have long
disappeared. In the isolationist period, for
example, we lacked the power to engage our
nation extensively abroad. Today that is no
longer true. But each of the past frame-
works also reveals fundamental and perma-
nent values which must guide America's
future framework as well.

The first framework reveals the value we
place on a foreign policy held in check by
our constitutional form of government.
After World War II, when we first emerged
as a superpower, it seemed we could exercise
an almost unlimited internationalism and
impose our will abroad with ease. But that
ease was only possible in a post-war world
where we were filling a power vacuum—
where the traditional great powers had lost
millions of their people and much of their
productive facilities.

As global power has been diffused over
the 1960s, "T0s, and '80s, it has become more
difficult to play the role of an omnipotent
power, and we have run head-on into the
constraints against entanglement our
Founders built into the Constitution. On
issues as disparate as trade, NATO, and ter-
riorism, our ability to act decisively abroad
is shaped (as it must be) by public and
press.?

"The current problem with terrorism provides a
good example. As Jefferson often argued, a free
press is fundamental to the presevation of domestic
liberty. But our free press has now become an in-
strument in the hands of our enemies, the terror-
ists. Much of terrorism's effect derives from the
horrors delivered into every American living room
by television. Our government is reluctant to act
swiftly with military force in response to a hostage
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Our Constitution’s structural bias against
foreign entanglements does not mean we
must or should return to isolationism. A
nation as powerful as ours is inherently a
factor in the international balance. Our ex-
perience between the World Wars proved
the point—at great human cost. We can no
longer afford the Iuxury of isolationism.

Nor is the solution to search for ways to
circumvent the constraints our government
structure places on our foreign policy. Offi-
cial dishonesty during Vietnam, excesses of
our intelligence community during the
1960s and '70s, unconstrained covert oper-
ations—these were inconsistent with Ameri-
can values and, ultimately, were destructive
elements of our foreign policy.®

Our foreign commitments must not reach
beyond what our public will support, or in-
stitutions will tolerate, or our military and
economic capabilities will sustain. But an in-
ternationalist foreign policy can be sus-
tained if the merits of that policy justify an
enlightened popular consensus.

Over the past few decades as the task of
engagement has become more difficult, con-
sensus has been eroded by unprecedented
partisanship and divisiveness the Executive,
the Congress, and the public about or
proper role in the world. The more polar-
ized the dialogue, the more each new admin-
istration tries to disassociate itself from its
predecessors.®

But ideology does not provide a solid foun-
dation for inspiring fear in our adversaries,
confidence in our friends and allies, or
agreement among our people. As consensus
over foreign policy erodes, we have veered,
in the words of James Schlesinger, from
“self-criticism bordering on masochism” in
the 1960s and "70s to “self-congratulation to
the point of narcissism" in the 1980s.

While some of our policy makers subscribe
to a policy of unilateral and indiscriminate
interventionism, the American people have
a far different—and better—vision. They
will assert America's power and prestige
abroad if a compelling case is made; but
they are reluctant to intervene abroad
except where Americans or American securi-
ty is directly challenged, as with terrorism;
where success is likely to come quickly and
at small cost, as on Grenada; on & humani-

crisis when the public is bombarded nightly with
tearful interviews with the hostages’ families.

Here, as elsewhere, the contradiction between our
institutions and the demands of the international
environment is often acute. We do ourselves no
favor if we ascribe the problem to congressional mi-
CT( ment or an ab: of “rational' foreign
policy goals and means. The root is fundamental:
our government was constructed to be consistent
with limited involvement in foreign matters—not
with indiseriminate interventionism.

* Sadly, this same official disdain for openness
and honesty seems to mark the current Administra-
tion’s efforts on arms control and Central America.
Indeed, there seems to be a facile arrogance along
the lines of, “We know best, because we understand
the Communist threat better than most Ameri-
*This has produced some of the more quixotic
strains in our foreign policy over the past two dec-
ades—from the Carter Administration’s promises to
“banish nuclear weapons from the face of the
earth,” to President Reagan's pledge to restore
military supremacy.

The battle over the modernization of land-based
nuclear missiles exemplifies this issue particularly
well. The current Administration, which came to
power preoccupied with the so-called “window of
vulnerability” has now undercut the strong biparti-
san consensus in favor of the oniy solution to the
perceived vulnerability of our land-based nuclear
forces—a mobile missile. This is politics, not strate-
By.
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tarian basis, as in fighting famine in Africa;
and, generally, where we act in concert with
our allies. The public's attitude is not isola-
tionist; but it is selectively internationalist.

To unite our political, military, and eco-
nomic policies in ways that create and sus-
tain public support for enlightened interna-
tionalism is one of the great challenges of
the late 20th century. In an era of great
change, challenge, and opportunity, it is less
important that our foreign policies are
“new.” It is more important that they
work—that they are idealistic in values, re-
alistic in goals and means—and that they
command the united support of our people.

The second past framework, Wilsonian-
ism, reveals the value we place on human
dignity abroad. Of course, the vision of
America as an international apostle of
human dignity emerged even before our
founding—it was part of the reason the Pil-
grims came to Massachusetts Bay, that
Roger Williams established Rhode Island,
and that the Catholics fled England to
Maryland. Our Founders fought the Revo-
lution over their rights as Englishmen, and
they were profoundly influenced by the idea
of the Rights of Man as propounded by the
Philosophes of the French Enlightenment.

At times, the mantle of human rights was
thrown over crass commercialism and impe-
rialism. The “Open Door” policy for China,
while helpful to the Chinese at a dark time
in their history, was motivated less by moral
concern than a search for American mar-
kets.

But it is easy to overstate such qualifica-
tions. The ideal of America as a moral
beacon for the rest of mankind is profound
and important. It has rarely been absent in
our history. Indeed, nothing so defines
America's character to the world as our
sometimes troublesome but irrepressible
conviction that our greatness must be
matched with goodness. We can never over-
look the tremendous power our idealism
exerts around the world.'* On America's
borders, people are clamoring to get in, not
out.

Human rights are difficult to export, and
our expectations must be realistic. Certain-
ly, the public is unwilling to support the
sort of armed crusade for human rights that
marked our entry into World War I, or to
tolerate a naive view that every Third
World nation could one day be a miniature
of our own democracy.'?

19 Qur idealisin exerts such power despite the
knowledge of observers abroad that the United
States has often engaged in folly or worse. Foreign
admiration for America derives, in part, from an ap-
preciation of our capacity for self-correction
through an open and participatory political proc-
ess, The American civil rights movement is an ex-
ample; as William Schneider has written, it has
raised the aspirations of discriminated minorities in
many places abroad, most notably, Catholics in
Northern Ireland and blacks in South Africa.

11 Without question, certain rights must be con-
sidered universal—including freedom from arbi-
trary imprisonment, from torture, from genocide;
other rights should be considered universal—{ree-
dom from want of basic needs such as food and
shelter. OQur unequivocal support for such rights is
best expressed by our support for the Universal
Declaration of Human Rights, adopted in 1948, and
by our nation's ratification this year of the Geno-
cide Convention.

Yet we do a disservice to the cause of human
rights if we insist, as some have, that the minimum
standard for human rights abroad should be the
full slate of rights we enjoy at home. At the
margin, notions of “natural rights" will vary from
culture to culture.
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But the American public also resents lead-
ers who close one eye to torture, persecu-
tion, or repression of basic freedoms—
whether in the Gulag, the prisons of Chile,
or the townships of South Africa—whether
inhumanity is rationalized with the rhetoric
of left or right.12

Even if we could enlarge human rights no-
where, we would still have the duty to en-
courge them everywhere. Indeed, America's
soul always burns brightest when we speak
truth to power on behalf of the powerless,
when we stay the hand of those who would
suffocate conscience, and when we give new
wings abroad to the same human aspira-
tions that won our own independence.

But the third past framework, contain-
ment, also reveals a positive value of Ameri-
can foreign policy: our healthy and deter-
mined opposition to Soviet domination and
hegemony.

While the Sino-Soviet split has dissolved
most Americans’ fears of a monolithic com-
munist juggernaut, Soviet imperalism re-
mains real, Afghanistan is a brutal and on-
going example, as is Soviet repression of
Poland through a standing threat of inva-
sion under the Brezhnev Doctrine. It is
right and necessary that we oppose Soviet
expansionism vigorously. To be effective,
our means may not always be those we used
40 years ago, but the goal is still imperative.

But there is a second notion of contain-
ment—an incorrect notion—which is less
healthy. It is a tendency to believe that
every hostile force is, at root, generated and
controlled by the Soviet Union.

The Middle East provides an example.
While the Soviet Union supports some na-
tions and forces in the Middle East that are
hostile to us, problems in that part of the
world do not originate in Soviet action, nor
would they disappear if the Soviet Union
were not involved. Those who trace Libyan,
Syrian, or Iranian anti-Americanism primar-
ily to Moscow are in error. Moscow may be
pleased by the result, but it is not the origi-
nal cause. Indeed, the forces unleased by
the Iranian revolution are hostile toward
both Washington and Moscow.

This “eredit Russia first” mentality,
which sees the hand of a Soviet puppeteer
guiding every movement or government hos-
tile to us, often creates self-fulfilling proph-
ecies. Heavy American pressure can drive
such forces into the Soviet harbor as the
only available port in the storm. Nicaragua
is partly a case in point.??

A Framework of Enlightened Engagement

. In sum, these are the values that guided
our past frameworks. But now we must
begin to create a new framework that can
apply those values to a new and changing
world.

12 As often noted, it matters not to the victim of
repression whether his tormentors represent totali-
tarian or authoritarian regimes.

13 There Is little guestion that the Sandinistas
have ambitions to establish a repressive, one-party
state. Nor can we doubt their allegiance to Marxist-
Leninist doctrine. There are also reasons to believe
they harbor designs of reglional hegemony that are
contrary to our interests. But their local and re-
gional ambitions and leftist ideologies do not neces-
sarily translate into an equal desire to be a Soviet
base or ally.

Qur current designs seem to allow the Nicaragua
junta to choose only whether it wishes to be ousted
peacefully or by force, They are unlikely to choose
either course. Since the instrument of our military
efforts, the contras, also appears to have little
chance of success, we find ourselves at a dead end,
applying just enough pressure to guarantee a close
relationship between Managua and Moscow.
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Above all, a foreign policy framework for
the 21st century must seize the opportunity
presented by the most significant change of
the past 40 years—the great diffusion of
military, political, and economic power. Our
framework must help us reach our foreign
policy goals in a world where other nations
are maturing politically and economically at
a rapid pace; where Soviet expansionism
continues to be a threat, but where exclu-
sive concern with the Soviets is both insuffi-
cient and dangerous; where we still have tre-
mendous military, economic, political, and
moral power, but where, increasingly, we
can only exercise that power by engaging
other nations—not commanding them.

What, then, is this new framework? As we
noted earlier, it might best be called a
Sframework of enlightened engagement.

Enlightened engagement requires that we
find better ways to exercise our leadership
in a world where we can rarely impose our
will. Rather than resisting change, we need
to use it to our advantage. We must use
forces such as the diffusion of power, na-
tionalism, and the force of a growing inter-
national economy—forces largely beyond
our control—to fuel our leadership and help
move the world toward our goals. Enlight-
ened engagement means allying with histor-
ic tides and channeling them toward our
ideals rather than attempting to block those
tides by standing in their path.

Our task now is to identify the strongest
of these tides and propose how we might
better use them to navigate toward our
goals. There are four ways in particular.

Enlightened Engagement: Managing Uniled
States-Soviet Relations

First, we need to manage our relations
with the Soviets in a way that reflects the
increasing insufficiency of the notion of su-
perpower domination.

It is natural and necessary to focus much
of our attention on the Soviet Union. Since
World War II, Soviet power—for the most
part, its military power—has increased com-
pared to ours. In part, this development was
unavoidable, as the Soviet Union recovered
from the damage it suffered in World War
II. In part, it has been due to the Soviet
Union's rapid technological evolution—for
example, in development of nuclear weap-
ons, and during the Vietnam era, when for
10 years we consumed immense defense re-
sources while the Soviets invested theirs.

Yet it is only in the military field that the
Soviet Union is a serious competitor. Its
economy is a lumbering dinosaur, and even
in past bastions of Marxism such as the
French Intelligentsia, its ideology is now
widely recognized as a fraud. Even when the
Soviets supply arms and advice to commu-
nist forces attempting to seize power, their
inability to follow through with long-term
economic assistance often alienates their
own allies.

As a result, there are signs of Soviet re-
treat in much of the third world. Angola
and Mozambique have serious economic
problems and have begun looking toward
the west. The Vietnamese may be facing
their own Vietnam in Kampuchea. The
recent revolution in South Yemen revealed
how difficult it is for the Soviets to exercise
stable control.

Soviet military power has grown in the
post-war period. But in our fixation with
that fact, we have missed a major develop-
ment—one that, in the long run, is more im-
portant. Other nations have grown in power
relative to both superpowers to the point
where the notion of a superpower has di-
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minishing weight beyond the nuclear con-
text. The rise of nationalism and the diffu-
sion of power now mean that many second-
ary powers can frustrate the designs of a su-
perpower; many regional powers are inde-
pendent of both superpowers; and, ominous-
1y, several new forces are threatening to
both the Soviet Union and the United
States.!+

This is a central weakness in our existing
foreign policy framework. Containment fo-
cuses exclusively on the U.S.-Soviet contest.
That contest is still real. The Soviets contin-
ue to be externally imperialistic and inter-
nally repressive. As the only two nations
who share the capacity to destroy mankind,
it will remain in America’'s interest to
manage military and political imbalances
and misunderstandings with the Soviets to
protect them from leading to deadly miscal-
culation. Yet many nations and forces now
stand outside our competition.

A major theme of a new framework must
be the imperative of blocking Soviet misbe-
havior with one hand, while reaching out to
new opportunities for American leadership
with the other. President Truman was right
to declare that the United States seeks to
“strengthen freedom-loving nations against
the dangers of aggression.” But now his doc-
trine must be updated—to include better
ways of containing Soviet expansionism,
partly by rising to the foreign policy chal-
lenges outside our competition with the So-
viets, For in a world where our military
struggle with the Soviets is handcuffed by
the arms race, our twilight struggle will in-
creasingly be waged on political, ideological,
and economic grounds.!s

Enlightened Engagement. Economics as

Foreign Policy

But enlightened engagement must also
focus on the explosive growth of the global
economy. The spread of trade and the
changes in other economic relationships are

!+ Radical Moslem fundamentalism is the most
obvious. If Iran defeats Iraq and spreads its revolu-
tion, as seems possible, it will be of serious concern
both to us and to the Soviets, who share a border
with Iran and who have a growing population
whose heritage traces more to the Koran than the
writings of Karl Marx. The Middle Eastern pres-
sure-cooker may well explode in a way that scalds
Americans and Soviets alike.

s Some now seem to claim the Truman Doctrine
advocated—above all other instruments of contain-
ment—providing U.S. military aid to countries
facing Soviet-aligned insurgencies. In fact, Truman
and senior figures within his Administration
stressed that aid, trade, diplomatic, and military as-
sistance were to play coequal roles in containment.
Following the Doctrine’s enunciation, the Adminis-
tration went to great lengths to assert it did not
represent an open-ended military commitment.
George Kennan, and the Policy Planning Staff of
the Department of State, prepared a paper on the
Truman Doctrine. It underscored the fact that the
Truman Doctrine was not “a blank check to give
economic and military aid to any area of the world
where the Communists show signs of being success-
ful. It must be made clear that the extension of
American aid is essentially a question of political
economy in the literal sense of that term and that
such aid will be considered only in cases where the
prospective results bear a satisfactory relationship
to the expenditure of American resources and
effort.” Similar statements were made by Dean
Acheson, General George Marshall, and Truman
himself. In a conversation with Undersecretary of
State James Webb on March 26, 1950, Truman was
asked whether he contemplated intervention in
Vietnam to the same degree he had intervened in
Greece and Turkey under the Truman Doctrine of
1947, “His reply was ‘Absolutely not'." George F.
Kennan, “Memoirs: 1925-1950," 1967, and Robert J.
Donovan, “Nemesis: Truman and Johnson in the
Colls of War in Asia,” 1984.
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now widely recognized, but their full impli-
cations for our foreign policy have yet to be
explored.

We know how our factories and jobs have
been changed by a new world market in
which $2 trillion of trade and $50 trillion of
capital and currency flows between nations
each year. But what do these mean with
regard to our competition with the Soviets,
our alliances, or our effort to advance the
cause of human dignity?

As we approach the 21st Century, we must
elevate international economics to a pri-
mary instrument of foreign policy. To en-
courage peaceful economic and political de-
velopment in Latin America, the debt
burden that is crushing potential prosperity
and new democracies must be lifted. To
strengthen our ties to Canada, Western
Europe, and Japan, we must stem the pres-
sures for protectionism that threaten to
rend our vital alliances.

Ultimately, our efforts in international ec-
onomics must be as important to Latin
America as the Alliance for Progress prom-
ised to be in the 1960s; they can be as impor-
tant to our relations with Europe as the
Marshall Plan was in the post-War period;
they can be as important to our relations in
Asia as our military forces in South Korea
or our protection of the sea-lanes in the Pa-
cific.'®

Enlightened Engagement: Alliances Based

on Equality

Enlightened engagement must also
strengthen our alliances and friendships by
basing them on equality rather than de-
pendency. Our post-war military and eco-
nomic alliances, NATO in particular, rank
among the great achievements of human
history. They helped stabilize a tempestu-
ous European continent, contain the spread
of communism, fuel the expansion of global
trade, promote the spread of democracy,
and protect our security in the Western
hemisphere.

When these alliances and institutions of
international economics were created in the
1940s and '50s, they reflected, not just local
economic and security considerations, but a
broad, common outlook shared by all par-
ticipants. They also reflected a world in
which the United States had overwhelming
military and economic power, and in which
our allies were weak both economically and
militarily.

Today, we insist on clinging to the forms
of many of our alliances, even when those
forms prevent the alliances from reaching
their goals. We simply can no longer ignore
the dramatic changes within our relation-
ships. Collectively, the NATO allies now
have a larger population and economy than
we do. Japan is the second largest free econ-
omy in the world and may be the largest
trading power by the end of this decade.
The economies we helped rebuild after the
War are now our chief economic competi-
tors. Our approaches to problems outside
the geographic areas bounded by the alli-
ances—for example, in the Middle East—are
frequently divergent. The Western Europe-
an view of the Soviet Union, and even more,

'¢In a sense, we have come full circle from the
time of our Founders. They shunned foreign entan-
glements to aveoid alienating any of their trading
partners, as trade was essential to the nation's eco-
nomic health. It is even more essential today. But
in the coming years, safeguarding our trading inter-
ests will require more entanglement with our
allies—not less: we will need to lead them into pat-
terns of cooperation and coordination essential to
the expansion of world trade.
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of Central Europe, is often quite different
from that of our current Administration.

Our formal political, military, and eco-
nomic alliances cannot become like insects
frozen in amber. The tension within our alli-
ances signals an opportunity—an opportuni-
ty to strengthen our alliances by basing
them on equality rather than dependency.
To call for such evolution is not a threat to
the values, economy, and security interests
we will always share.

The threat, in fact, comes from a refusal
to evolve—a refusal that generates increas-
ing tension, mutual dissatisfaction, and, if
left unresolved, will produce sharp, sudden
breaks in the future. The current refusal to
consider any change creates only a veneer of
stability, a veneer covering growing inter-
allied tensions symbolized by stalemate at
economic summits, the growth of the Euro-
pean peace movement, and periodic congres-
sional efforts to reduce American troop
strength in Europe.

The real threats to our alliances come
from old force structures in Europe that fail
to reflect current military challenges; from
Europe’s concern that the current adminis-
tration is unsympathetic—if not hostile—to
the imperative of arms control; from curren-
cy regimes that allow wild exchange rate
fluctuations and encourage pressures for di-
visive protectionism; from allocations of re-
sponsibility for foreign aid that, in some
cases, reflect the strength of our allies in
the 1940s, not the 1980s; and from military
aid agreements with developing nations that
reflect our restablished defense habits more
than their emerging defense needs.

Enlightened Engagement. Encouraging
More Open Socielies

Finally, enlightened engagement must en-
courage and ally us with the growing move-
ment toward open societies throughout the
developing world. One of the assumptions of
both the Wilsonian and the containment
frameworks is that those nations would be
friendly to us—that they would see us as the
leader in the fight for freedom, the gener-
ous provider of aid, and the cultural model
for their own centrist forces.!?

Unfortunately for us and the developing
world, these expectations foundered when,
after World War II, the centrist forces
proved weaker than expected. Indonesia,
Egypt, major African states such as Ghana
and Tanzania, and other rejected our demo-
cratic, free-enterprise model in favor of
planned economics, single-party govern-
ments, or foreign policies with a strong tilt
toward the Soviet Union. Other parts of the
developing world, especially Latin America,
adopted rightist, authoritarian approaches,
often under military governments.

Now, 30 years later, an interesting thing is
happening. Centrist forces and open soci-
eties are making a powerful comeback. Both
the pro-Soviet socialist and rightist military
models have failed. In their places, moder-
ate forces, genuinely non-aligned, some-
times democratic, and increasingly market-
oriented, are returning.

1" By “centrist forces,” I mean political factions
and forces which moderate against repression or
dictatorship on either the left or right, or which
push for the use of market incentives in the na-
tion's domestic economy. Our support for centrist
forces need not be reserved for Jeffersonian demo-
crats and Adam Smith free marketers. Our rela-
tions with China, Mozambique, and many others
prove we can advance America’s interests through
engagement with nations that have mixed econom-
ics or less-than-d atic political o




14768

In Africa, nation after nation has reduced
economic controls to encourage market
forces. In Latin America, moderate demo-
cratic governments have replaced military
rule in Argentina, Brazil, Peru, Uruguay,
Bolivia, Ecuador, Dominican Republic,
and—to an extent—Guatemala, Honduras,
and El Salvador. Other examples of a move
to the center include Spain, Portugal, India,
Malaysia, and—most recently—the Philip-
pines. Indeed, the long-feared “domino
theory” may be working in reverse—with
contagious economic and political freedom
toppling repressive regimes at both political
extremes.

In many places, of course, dictatorships
have strengthened their hold—in Ethiopia,
Iran, and Nicaragua. Yet recent history re-
veals that dictatorships do poorly at satisfy-
ing domestic needs, and reliance on Soviet
weapons may strengthen their grip only by
diminishing their popularity. We should
never overlook the attraction that political
and personal liberty has even—or especial-
ly—in such societies.

If we are to seize the opportunity this his-
toric trend represents, we must reshape our
patterns of engagement in the developing
world—patterns that were too often closer
to meddling than genuinely assisting. To
some of these nations, America seemed to
follow a policy of “‘rule or ruin”—as we now
seem to be doing in Central America. We de-
manded too much control and opposed for
many years the right of nations to be non-
aligned. Too often, we dictated who would
govern the nation, and what sort of econo-
my it would have. Ultimately, by dictating
too closely how developing nations should
react to the East-West struggle, we under-
mined their energy and our own effective-
ness in limiting Soviet influence.

What should we do instead? There are
cases where we can significantly help devel-
oping nations, and especically their ele-
ments of political and economic moderation.
But usually it is by responding to their re-
quests rather than by imposing our own de-
signs. Examples include: military support to
supplement a country’s natural, nationalis-
tic resistance to foreign invasion or domina-
tion; extending the principles of military
reform to friendly developing nations; hu-
manitarian assistance to respond to natural
or man-made disaster; and economic support
that will enable the people of developing na-
tions to participate and benefit fully from
the new international economy and became
self-sufficient. Our actions will take the
form of economic, political, diplomatic,
and—where necessary—military engage-
ment. But they must respond to local reali-
ties if we are to succeed in advancing Ameri-
ca’s interests.

The changing imperative of U.S.-Soviet re-
lations, the growing international economy,
the maturing of our alliances, the rise of
more open societies—all these energetic
forces of change are only threatening to a
foreign policy that is brittle with age. In the
context of a dynamic, forward-looking
framework, they represent a tremendous
opportunity. If wunited correctly, these
forces can help us achieve all the goals of
our past frameworks—they can contain
Soviet expansionism, foster a domestic con-
sensus for appropriate internationalism, and
strengthen America's leadership for eco-
nomic growth, human dignity, and global
peace.

In short, our foreign policy goals have not
changed. If anything, our goals for the next
30 years should be more ambitious than for
the last 30. But if we are to achieve those
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goals, we must exert America's leadership
through new means, using the forces of
global change to supplement our already
substantial power.

And that is the essence of enlightened en-
gagement.

ENLIGHTENED ENGAGEMENT: A FOREIGN
PoLicy FRAMEWORK FOR THE 218T CENTURY

LECTURE TWO

Let us consider a new foreign policy
framework that can help us use the oppor-
tunities presented by a changing world to
advance our long-standing ideals and goals
in two areas. One is the most sustained chal-
lenge of this century—the need to contain
Soviet expansionism; the other is the hith-
erto unappreciated opportunity for Ameri-
can leadership in foreign policy—interna-
tional economics.

Managing U.S.-Soviet relations

The clearest point of consensus in Ameri-
can foreign policy is the imperative of con-
tinued resistance to Soviet expansionism.
Moscow’s drive for hegemony is not likely to
dissipate in our lifetime. It is deeply rooted
in traditional Great Russian chauvinism,
the Kremlin's interpretation of communism,
empire-building urges of the Soviet military,
and xenophobic Soviet desire for “3009% se-
curity”—for a world in which no one can
threaten its security.

The question is not whether retraining
Soviet imperialism should be an American
goal; clearly, it should and it is. But in a
world where U.S.-Soviet military engage-
ment could escalate to nuclear conflict, we
have a responsibility to search for better
means of limiting Soviet expansionism than
direct confrontation. While our goals reflect
a constancy of purpose, we need increasing
flexibility and imagination in taectics. Mili-
tary confrontation and bluster have proved
no more effective than excessive efforts at
congciliation.

Dramatic global changes since the emer-
gence of containment in the 1940s and and
'50s suggest important ways we can improve
our strategy with regard to the Soviets,
Most important in this regard are the diffu-
sion of power and the continuing rise of
genuine nationalism. Those who lament
these trends and the waning relevance of
the concept of a superpower miss something
here. If we can move toward the kind of
world we want without the U.S. attempting
to play the traditional role of omnipotent
superpower, that is entirely to the good. We
had no responsible choice but to shoulder
that burden after World War II. But world-
wide diffusion of power creates a markedly
different situation for us, one in which we
can achieve our objectives with far less
direct, unilateral intervention on our part.

Diffusion of power and nationalism have
created a world in which an expansionist
power is contained more by the resistance of
those it is attacking—local powers—than by
the actions of another superpower. The Af-
ghans are not fighting the Soviet invasion
because we are pressing them to do so. Nor
does the effectiveness of their resistance
depend primarily on us, as important as our
aid is. We were defeated in Southeast Asia
by North Vietnam and its supporters in the
South, not by the Soviet Union. Vietnam
itself is now bogged down in a no-win war in
Kampuchea, Again, resistance is rooted in
local nationalism, not intervention by an-
other outside power.

All this means that the goal of contain-
ment, while still necessary, can depend in-
creasingly on local, rather than American,
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resistance to Soviet expansionism. We
should still involve ourselves in resisting
Soviet hegemony in some cases. But, given
the mutual interest of the U.S. and the
U.S.S.R. in avoiding armed conflict with
each other, fostering nationalism and the
growing strength of minor powers will help
us advance toward goals we share with in-
digenous populations.

In addition, there is danger in assuming
someone else’s fight on the grounds we are
better able to wage the battle. In such cases,
local forces may become apathetic—as hap-
pened to some extent in Vietnam. Indeed,
they may even turn actively against us.

This indireet approach to containment
might best be summarized by a term bor-
rowed from the Chinese: “Resisting hegem-
ony while not seeking hegemony.” ' In es-
sence, we help others contain aggression di-
rected against them, but play a secondary,
supportive role so as not to turn local na-
tionalism against us,

U.S.-Soviet relations: Self-interested
cooperation

Our foreign policy framework must also
enable us to re-define the nature of the
U.8.-Soviet relationship in an age of declin-
ing superpower dominance. Despite the rise
of nationalism, the international diffusion
of power, and the development of a global
economy, our relationship as hostile nuclear
powers is still of the greatest importance to
all humanity.

Over the past 15 years, U.S. policy has
vacillated unnecessarily and unproductively
between the oversold hopes of detente and
the simplistic pugnacity of the current Ad-
ministration. Neither extreme has moderat-
ed Soviet duplicity, domestic repression,
military built-up or global adventurism. It is
unrealistic to hope we can change Soviet be-
havior either through “better understand-
ing" on the one hand or military bluster on
the other, Instead, we must seek to manage
our relations with the Soviets, and we must
always rely on means that are in our own in-
terests.?

Enlightened engagement suggests a three-
fold approach for better managing policy to-
wards the Soviets. First, we and our allies
should fortify our own conventional de-
fenses so they are adequate to assure our se-
curity and become the principal—and most
stable—bulwark of deterrence. These de-
fense improvements must be largely in the
form of military reform—within our own
military and throughout NATO. Military
reform is the best strategy for the United
States and Europe to create a credible con-
ventional deterrent that could reduce our
reliance on nuclear weapons to defend
Europe.?

! This was the title of a speech I gave on Decem-
ber 4, 1978 at the Chicago Council on Foreign Rela-
tions.

*Former German Chancellor, Helmut Schmidt,
calls for such an approach in his recent book, “A
Grand Strategy for the West."” His approach, which
he calls "cooperation on the basis of assured securi-
ty."” has two components. First, the free world must
assure its security against Soviet aggression by its
own strength, not on the basis of Soviet promises.
Second, on the basis of assured security, the West
should be willing to cooperate with the Soviet
Union in mutually beneficial actions, as long as
Soviet behavior is appropriate.

3The potential of military reform is a toplc we
address in the next lecture.
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Second, we must engage the Soviets in a
greatly expanded search for areas of mutual
cooperation that work to our benefit.* The
most important of these, clearly, is arms
control.®* A few points deserve emphasis.

Our immediate goal must be much more
than reductions in our nuclear arsenals—al-
though that is still a crucial step. Our goal
must be the prevention of use of nuclear
weapons—by anyone, for any reason. In a
time of Gadhafis and Chernobyls, the first
step toward nuclear Armageddon is as likely
to come from terrorists, technical accidents,
or superpower miscalculation as from Soviet
malice.

The goal of preventing the use of nuclear
weapons requires several critical steps. Re-
ductions in destabilizing, first-strike sys-
tems; non-proliferation agreements; a freeze
on weapons-grade fissionable material;
jointly staffed crisis management centers, a
major joint initiative to improve verifica-
tion; and a nuclear test ban, must all be cen-
tral to our agenda. The most critical objec-
tive is to make the notion of nuclear war-
fighting as unacceptable as possible for all
nuclear powers.

As we pursue deep reductions in first-
strike nuclear arsenals, we should make far
greater use of asymmetrical agreements—
asymmetrical, not in the benefit to each
nation, but in the nature of the weapons ex-
changed. For example, to break the current
stalemate each side should agree to verifia-
ble limits on the systems the other side sees
as most threatening. The Soviets must agree
to substantial cuts in offensive forces, par-
ticularly their large ICBMs. We should
agree to set limits on the testing and deploy-
ment of defensive systems.*®

Arms control and crisis management are
not the only areas in which we can engage
in self-interested cooperation with the Sovi-
ets. We should also accelerate cultural ex-
changes with the Soviets, joint scientific ef-
forts—say, into improving the safety of nu-
clear reactors—and joint humanitarian ef-
forts around the world. We should chal-
lenge the Soviets to join us in combatting
terrorism, stemming nuclear proliferation,
and eradicating the worst of global malnu-
trition by the early part of the next centu-
ry.?

* The importance of finding such areas of “self in-
terested” cooperation cannot be overstated. The

U.S.-Soviet competition increasingly resembles
Vienna and St. Petersburg in 1914: each mesmer-
ized by the other, seeing little else, while the world
was on the edge of fundamental change. The Haps-
burgs and the Romanovs could only consider the
question, which of them was going to win? But the
real winners were an American republic that previ-
ously had not been a great power and an exile wait-
ing in a cafe in Zurich, Viadimir Ilych Ulyanov.

* My proposals for arms control are detailed in a
speech I gave entitled “The Future of Nuclear
Arms Control: An Agenda for the 21st Century,” in
Geneva in January 1984.

# While it is important to continue our research
into defensive technologies, as explicitly provided
for in the ABM treaty, there is little justification
for the Administration’'s dramatic emphasis on the
so-called Strategic Defense Initiative.

There is little in the plausible advantages of SDI
that justifies its likely costs. Those costs go far
beyond the estimated trillion dollar expense. They
include the damaging precedent set by the Adminis-
tration’s “redefinition” of the ABM Treaty, which
amounts to unilateral abrogation: the undoing of
four successive Administrations’ work in managing
our nuclear rivalry with the Soviets; and the incen-
tive SDI will give the Soviets to accelerate their ef-
forts toward their own defensive and counter-defen-
sive systems.

" Such coopertive efforts serve a variety of pur-
poses. People-to-people exchanges help remind the
people of both nations that our quarrel with the
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But there is a third part to managing our
relations with the Soviets. Enlightened en-
gagement requires that we be flexible in tac-
tics. We must be prepared to alter our poli-
cies when warranted by Soviet behavior—
such as the invasion of Afghanistan or the
Soviet-inspired repression of Solidarity in
Poland. No fixed formula can determine our
precise response to every Soviet action.
There is a difference, however, between ap-
plying pressure on the Soviet Union in
direct response to its adventurism—such as
shoring up Pakistan after Soviet invasion of
its border country—and abrogating coopera-
tive efforts that are in our own self-interest.

Those who advocate nullifying the
achievements of nuclear arms control be-
cause they object to the Soviet regime some-
how imagine that restraining Soviet nuclear
arsenals should be reward for Soviet good
behavior. This is not just nonsense, it is a
serious threat to U.S. security interests. Co-
operation in areas of clear self interest—
such as arms control—should not be used
for short-term political objectives. We have
more than adequate political and economic
means to respond to Soviet misbehavior
that do not require us to wound ourselves in
the process.

Managing U.S.-Soviet relations: Regional

applications

We have seen movements in Eastern
Europe rising in protest to Soviet imperial-
ist control and the incompetent manage-
ment of their societies—most notably the
struggle of Solidarity in Poland. Many
Americans still hope these nationalist and
popular movements will eventually help
bring these states to independence from
Moscow's subjugation. Yet Moscow’s mili-
tary domination must for now dim these
hopes.

This kind of protest will likely increase in
the future, particularly as the USSR makes
more economic demands on these countries
and has less to offer them in comparison to
the West. While the Soviet empire in East-
ern Europe is not likely to be overturned
soon, the unreliable nature of the satellites
will continue to keep the Soviet government
off-guard.

Throughout the Third World, the exploi-
tation of instabilities is still the cutting edge
of Soviet strategy for gaining influence. The
greatest danger is the risk of local crises es-
calating—perhaps by accident—to superpow-
er confrontation. After a steady pattern of
such confrontations in the Middle East in
the 1970s—all mercifully stopping short of
war—both powers learned critical object les-
sons about the hazards of Third World ri-
valry. We and the Soviets have had to recog-
nize the dangers of heavily armed independ-
ent countries going to war in regional dis-
putes over which we had relatively little
control. Although we lack formal agree-
ments, we and the Soviet Union must devel-
op a far better understanding of “codes of
conduct” to guide our actions in violatile
areas of the world.

U.8.S.R. is with their government, not with their
people. Cooperative efforts can also help reduce
hostility. The usual pattern of each nation seeking
to aggravate the predicaments of the other is not
necessarily the most advantageous strategy for
either. Afghanistan offers an example. It is fully
appropriate that we continue and even increase our
support of the Afhanan freedom fighters so long as
the Soviets insist on attempting to conquer that
country. However, at the same time, we should
make it clear to Moscow that we will actively sup-
port an “Austrian Model" solution to the Afghan
problem, in which Afghanistan’s neutrality would
be guaranteed after a Soviet withdrawal.
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Ultimately, our decisive edge over the
Soviet Union throughout the world is the
strength and allure of our open society and
economy. There is little the Soviet Union
has to offer developing nations other than
arms and raw commodities. For everything
from tractors to trade credits to high tech-
nology, from books to blue jeans, the devel-
oping world is turning West—toward us, and
toward our allies. The rigidities of the
Soviet bureaucracy, ideology, and economy
often hobble their efforts beyond their own
borders.

A new dynamic is at work around the
globe. Economic and political progress can
be generated by tapping into the increasing-
ly interdependent world economy. The
“Four Tigers” of the Pacific Rim—Singa-
pore, Hong Kong, Taiwan, and South
Korea—did not achieve dazzling growth by
depending on the military or economic
hand-outs of either superpower. Those who
have remained Soviet conscripts are still
backwaters, We stand to benefit from this
new dynamic. The Soviets do not. The irony
of this approach would probably not be lost
on EKarl Marx. Enlightened engagement sug-
gests that the bastions of capitalism adopt a
strategy of letting the economic forces of
history work to our advantage; time and the
inherent unworkability of the Soviet system
are on our side.

International economics as an instrument
af foreign policy

The framework of enlightened engage-
ment rests upon recognizing and channeling
the forces of change to our benefit. The
ability to use the forces of economic change
extends beyond our goal of containing the
Soviet Union.

International economics has been the
poor cousin of foreign policy for the past
twenty years.* The global economy can no
longer be simply viewed as an arena for pro-
moting American commercial interests. The
international debt crisis threatens demo-
cratic forces abroad as directly as any politi-
cal or military forces; protectionism strains
our alliances as severely as any military de-
ployment decision. Enlightened engagement
requires that international economics
become a primary foreign policy tool. For
the rest of this century and beyond, interna-
tional economics may well be our most im-
portant lever for strengthening our alli-
ances, advancing the cause of human digni-
ty, and supporting centrist forces abroad.?

% As recently as a decade ago, Henry Kissinger
could boast that he knew little about economics.
The emphasis on economic aid in the recommenda-
tions of the commission he chaired on Central
America suggest his thinking has changed. None-
theless, international economics since the era of
the Marshall Plan has become a secondary concern
for too many of our foreign policymakers. Structur-
al analyses of our foreign policy apparatus are in-
structive. In the State Department, “political” posi-
tions are considered far more prestigious than “eco-
nomic” positions. Not since the Johnson adminis-
tration has international economic policymaking
been coordinated or dominated by considerations of
foreign policy.

*We have examples of the successful use of eco-
nomic policy as a broad tool of foreign policy; too
few, however, are recent. In the years following
World War II, we created the Marshall Plan, the
GATT trade process, and, at Bretton Woods,
helped establish the IMF, the Werld Bank, and a
new international monetary system. These stand
among our proudest accomplishments; they served
to strengthen our alliances and helped bring about
an explosion in world trade.
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Effective international economic policy is
also indispensable to building a consensus
for enlightened internationalism at home.
As long as American workers and voters see
the international arena as the central cause
of our economic woes, forces of isolationism
will be strong.

International economics: Promoting open

socielies

We have seen how the strengths of our
economy can be used to compete successful-
ly with the Soviets in the third world. Un-
derstanding and influencing economic
forces is also critical for our attempts to
promote open societies. From Costa Rica to
India to Colombia to Japan, we see how eco-
nomic growth and political freedom nourish
each other. From the Weimar Republic to
Peronist Argentina, we have seen the politi-
cal costs of economic failure.

Latin America provides a clear example of
how we should use international economics
to strengthen centrist forces. Today a tide
of hope and democracy is sweeping that
continent. Brazil, Argentina, Uruguay, and
others have all made giant strides toward
free government. This is a praiseworthy end
in and of itself. But it also benefits hemi-
spheric security immeasurably.

At the same time, a monumental debt
crisis threatens these fragile democracies.
The success of our foreign policy toward
these nations may stand or fall on our abili-
ty to address that crisis so our hemispheric
partners can resume their economic
progress and safeguard their political
progress.

In all, Latin American nations owe nearly
$400 billion in international debts—over 50
percent of their combined GNP.!? For many
of these nations, ruinous interest payments,
IMF austerity agreements, depressed com-
modity prices, and capital flight have re-
duced economic growth to a memory and
nearly obliterated it as a dream,!! Argenti-
na, Mexico, Chile, Peru and others have
watched their standards of living drop while
their debt rises. The crisis has no end in
sight. It threatens progressive leaders, like
Argentine President Alfonsin, while it gives
Castro and others a new platform for dema-
BOEBUery.

The debt distorts political relations with
our neighbors by forcing unbalanced trade.
As these countries struggle to meet their
debt payments, they cut their imports of
American crops, cars, and computers, and
lower prices on goods they sell here to raise
the dollars needed to make their debt pay-

1o Many of these loans were extended during the
1970s when the banking community was awash in
petrodollars and growth rates in Latin America were
still strong. Now, there is little prospect that the in-
terest, much less the principal, on many of these
loans can be repaid. American banks continue to
participate because writing off these loans would
entail massive losses. Latin American debts are
greater than the total capitalization of the nine
largest U.S. banks. Interest payments by Latin
America to these banks are larger than their total
profits.

it Capital flight Is one of the most serious finan-
cial threats to many developing nations. Much of
the free-flowing loans of the ‘70s never even
reached the people of Latin America or Africa—
they were used to swell the Swiss bank accounts of
political and economic elites. More than $100 bil-
lion flowed out of the five major Latin amerlcalz
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ments. According to a recent study, nearly
half of Latin American interest payments
were generated by reducing purchases of
U.S. products. Our declining trade balance
with these countries has cost the jobs of
nearly a million American workers—more,
since 1981, than have been affected by trade
with Japan,'2

There is a better course. Our government
should act more like a leader of global
growth and less like a collection agency for
the overextended banks. If we help expand
Latin American economies rather than
squeeze them, we can increase American ex-
ports as we strengthen southern democra-
cies and our own security. We must break
the chokehold these debts have placed on
the development of free economies and pro-
gressive, centrist governments. All involved
parties will need to help pay for past mis-
takes.!?

The debtors themselves will need to
ensure that relief is used to promote broad-
based development—not to finance capital
flight by elites. We must begin a new round
of financial reporting negotiations to make
sure that new funds are not returned to
London, Switzerland, or New York as anon-
ymous deposits or real estate investments of
the Marcoses, Duvaliers or Mobutus of the
world.

Debtor countries must also ensure their
macroeconomic, tax, and regulatory policies
encourage investment and growth. We must
be flexible in designing such “conditional-
ity” programs. Local political and economic
realities must be taken into account.'* But
we must also ensure that aid and debt relief
is not undermined by irresponsible, short-
sighted, or inefficient economic manage-
ment in the developing countries.

The banks must also do their share. It is
no longer enough to build 90-day solvency
bridges that barely span the next crisis.!*
Selected direct debt relief and—in some
cases—corresponding writedowns, extended
repayment schedules, interest rate relief,
and new international lending mechanisms
will be needed. The banks should know that
full repayment of these loans is no longer
tenable as a primary goal of U.S. policy.!'®

'*The disappearance of American jobs further
fans the flames of protectionism. Yet protectionism
would only compound the problem. Restricting im-
ports from Latin America would force these coun-
tries to cut back on their purchases of our exports
even more severely—and reduce U.S. employment
even more,

12 The Administration has, in the form of the so-
called “Baker Plan,” begun to move its rhetoric in
this direction, but has backed it up with precious
little in the way of long term solutions.

'* The IMF has failed to take into account local
conditions in designing many of its austerity pro-
grams. Both the long term impact of austerity on
development and the short term effects on large
segments of soclety have too often received short
shrift. A similar inflexibility about means appears
to be one impediment to the Baker Plan.

15 It has become fashionable to assert that the
debt crisis is all the result of “wild" lending on the
part of imprudent American banks during the
1970s. This is true only to an extent. Most lending
was made before international growth collapsed in
the wake of the developed countries’ attempt to
contain inflation by limiting growth. The possibili-
ty of disinflationary monetary policies was, howev-
er, a risk the banks took.

'* The banks continuing role in the long term so-
lution is, however, a fundamental goal; continued

debtors over the past ten years: this repr

more than a third of the total amount lent to the
countries. Each debtor has its own history, culture,
and problems, and our approach to each must re-
spect those differences. But capital fight is an im-
portant problem In many, and our policies must
take this into account.

lendi will be r y. Further, the stablility of
the international financial system is essential. A
wide variety of regulatory and tax “carrots and
sticks” will be needed to balance these objectives.
Banks should know, however, that their solvency is
ensured only to the extent that they continue to
participate in long term solutions, The degree and
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The international scope of this crisis man-
dates an international solution. In particu-
lar, Japan's emerging and special role in the
new world economy must be recognized. As
Japan moves into a position of greater
wealth and prominence, it must accept new
responsibilities—just as the U.S. accepted
new responsibilities for the world’s economy
after World War II. The debt crisis—not
just in Latin America, but in Africa and
world-wide—offers a clear opportunity.
Japan should make a substantial contribu-
tion to a multilateral development solution.
It should increase its lending and direct in-
vestment in the developing world. Perhaps
most important, both Japan and the Euro-
pean Economic Community must open their
markets to developing country exports.

The U.S. will need to take the initative in-
coordinating solutions. We should convene a
series of negotiations, undertaken on a con-
utry by country basis, that bring together
debtors, lenders, and international lending
agencies. Ten year capital plans must be de-
veloped, based on realistic economic and po-
litical assumptions, that offer blueprints for
growth. The entire portfolio of private and
public debt—not just this quarter’s or this
country's crisis loans—should be put on the
table.

International lending agencies should
help alleviate stress on both the countries
and banks after these long term agreements
are established. Any new funds necessary to
provide a combination of interest rate relief,
guarantees, purchases, or debt-for-equity
swap programs should come from a consorti-
um of international lenders.!”

Encouraging open societies will require
more from economic policy than solving the
debt crisis. We must promote broad-based
and balanced development throughout the
developing world. Our aid policies should
promote education, health, and other in-
vestments in “human capital.” We must
show a greater appreciation for the impor-
tance of small-scale farmers and appropri-
ate technologies. We must insist that effi-
ciency and equity are both protected by the
governments receiving aid. Americans will
not stand for funding boondoggle projects
under the guise of “development assist-
ance,”

International economics: Strengthening our
alliances

In addition to providing effective competi-
tion to the Soviets in the third world and to
promoting centrist forces and open societies,
economic policy is a critical tool for
strengthening our alliances. Economic rela-
tionships should, by rights, promote and
strengthen alliances. Yet we face a world in
which trade seems to be poisoning our most
important friendships—with Japan, with
Europe, with Canada, and with the develop-
ing world. At a time when the language of
conflict dominates discussions of interna-

type of debt relief will vary widely from country to
country. Mexico's imminent crisis inflicted by.the
collapse in oil prices requires different approaches
than do the long-term needs and growth plans of
Brazil.

'? Beyond the current crisis in Latin America, we
must face the challenges of meeting the borrowing
needs of poor countries throughout the world. Afri-
ca’s debt problems involve much smaller sums than
those of Latin America.The needs of flexible and
dependable sources of funds are even greater. The
importance of free trade with these countries is
also critical. We should offer the provisions of the
Caribbean Basin Initiative to all of the “"LDDCs"—
the least developed developing countries.
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tional trade, all pressures are for less
trade—not more.

If our alliances and friendships are to sur-
vive the next few decades, we must remem-
ber that protectionism is isolationism—no
less dangerous to our people or our alliances
or our collective security than the isolation-
ism of the 1930s. The economic pain many
of our people feel because of trade is real, as
are the flaws in the world's trading system.
But we must address these flaws directly,
not paper them over with political dema-
goguery or trade restrictions that would suf-
focate prosperity and alliance.

We need policies that address the two root
causes of protectionist sentiment. First, we
must repair an obsolete and dangerously un-
stable system of international finance and
macroeconomic cooperation. Second, we
must increase and spread the benefits of
trade to American workers by easing the
costs of adjustment and promoting produc-
tivity growth and competitiveness.

Uncoordinated and irresponsible macro-
economic policies have caused the persistent
and unprecedented trade imbalances of the
eighties. U.S. federal deficits have been
larger than the entire economies of all but a
handful of countries.'®* Our deficits pro-
duced high interest rates and an overvalued
dollar that taxes U.S. exports and subsidizes
foreign imports.!* Explosive swings in the
dollar have whipsawed international prices
by more than 50 percent over a period of
mere months. These and other financial and
macroeconomic factors rob our firms and
workers from the chance to compete on the
basis of their relative productivity.

Understanding the financial and macro-
economic grounding of the trade crisis is no
new insight. There is near unanimity among
economists (& minor miracle in its own
right) that unfair trade practices abroad ac-
count for less than 20 percent of our trade
deficit. Yet year after year, politicians incite
resentment against our allies rather than
identify and tackle the real causes of our
trade woes. This tactic is not populism; it is
demagoguery, and it represents one of the
greatest isolationist threats to the security
of th West in the coming decades. The poli-
tics of blame threaten to accomplish what
the Soviets never could—the rending of the
Western alliance.

The U.S. should take a lead role in over-
coming these trade imbalances—first, by re-
ducing our federal deficit. Increased reve-
nues, decreased spending, and military re-
straint—not Gramm-Rudman or budget pro-
jections grounded only in fantasy—repre-
sent the clear path.

As we reduce the budget deficits, we must
simultaneously encourage fiscal changes by
our ftrading partners. Japan must also
reduce its chronic trade imbalances.?® West
Germany and other countries with strong
international positions must accept greater
responsibility for world growth.

We can only achieve greater coordination
on fiscal and monetary policies in the con-

18 Qur deficit in 1984 was roughly half the size of
the economy of the United Kingdom, about the
same size as the entire Australian economy, and
larger than the combined economies of South
Korea, Hong Kong, Talwan, and Singapore.

1% The dollar’s recent decline is very welcome and
will, in time, temporarily lessen the trade deficit.
Yet as long as the fundamentals go unaddressed we
have no assurance that the problem will not crop
up again.

20 Even & recent Japanese government commis-
slon recognized the importance of overcoming that
country's structural dependence on exports. Japan
should adopt the recommendations of its own
Maekawa report.
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text of evolutions in the flexible exchange
rate system. A new Bretton Woods confer-
ence—not a continuing series of high-public-
ity low-content economic summits—is neces-
sary.®! “Target zones” or some similar form
of more explicit management of exchange
rates must be developed. The effort of the
leading industrialized nations—the so called
“G-5"—to bring down the value of the
dollar deserves praise. But this intervention
came far too late. A target zone system
would help force cooperation by leading to a
set of long term institutions and mecha-
nisms that prevent realignment from
coming too late again. Such an effort will
require more from our allies as well as from
ourselves. The diffusion of economic power
must be matched by a new allocation of re-
sponsibility.

Revamping the financial system will sig-
nificantly limit protectionism threats to alli-
ances, particularly in the short term. But
expanding trade, like technical innovation,
represents what the economist Schumpeter
called “a gale of creative destruction.” We
engage in trade for the same reason we
invent new ways of doing things—to in-
crease our standard of living. As with new
inventions, change results in jarring disloca-
tions.?2

Protectionism purports to prevent the
pain of trade. Positive adjustment and pro-
ductivity policies will allow us instead to
reap its benefits.??

We need to increase the scope and effec-
tiveness of Trade Adjustment Assistance—
not eliminate it as this Administration has
consistently proposed. We need new and ef-
fective job training programs. Firms that
demonstrate a willingness to make the long
term investments necessary to modernize
should be able to receive financial and tech-
nical assistance,?+

More important, we need to promote flexi-
bility and competitiveness before the winds
of change become destructive. Competitive-
ness will not materialize out of thin air. No
invisible hand builds the roads, the schools,
and the research laboratories necessary to
move our economy into the twenty first cen-
tury. We need an explicit and ambitious set
of investments in our future.?* We must

31 Many of the policies discussed In this section
are included in The Competitive America Trade
Reform Act of 1986, a comprehensive trade bill I
have introduced in the Senate. Title One of the act
lays out a specific agenda for international mone-
tary reform.

*2 Many of these points become clear when we
consider the potential impact of the entry of China
into the world economy. For those who see only the
threats of trade, the notion of a billion well-
equipped Chinese workers, each of whom is glad to
work for what Westerners would consider a pit-
tance, is terrifying. Those who see China as a po-
tential giant market understand that economic lib-
eralization in China could be the sharpest spur to
global economic growth in the next century. The
only way the latter can occur is for the fears of the
former to be :

22 The central current debate on trade is danger-
ously limited. Much of the discussion makes it
appear as if our choices are the current Administra-
tion's laissez faire policy and the new wave of pro-
tectionism. Policies that improve our competitive-
ness by incr our productivity represent the
cornerstone of a better approach.

4 My trade bill lays out a set of reforms for the
TAA program, including mandating training pro-
grams after a certain grace period and better co-
ordinating benefits with Unemployment Insurance.
Title VI of the bill also includes a revamped job
training and business adjustment assistance pro-
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invest more in specific, targeted programs
even in a period of severe budgetary re-
straint.

Indeed, the longest term threat to our
economy is the loss of productivity growth.
How can we expect to grow at home or com-
pete abroad when savings and literacy rates
are too low and unemployment and dropout
rates are too high? I have spelled out else-
where a comprehensive program to improve
American productivity and international
competitiveness. A new High Tech Morrill
Act, the American Defense Education Act, a
National Corporation for Cooperative Labo-
ratory Research, increased export promo-
tion, and a permanent commission on com-
petitiveness all represent effective and nec-
essary ways to increase productivity and
competitiveness, ¢

These policies must all be tempered by a
clear perception of the interests involved.
When we aid an ailing industry, we must
ensure that any benefits it reaps from gov-
ernment programs are used to promote im-
proved productivity.2”

While we resist protectionism domestical-
ly, we must insist it not grow abroad. We
must strengthen trade laws at home and
ensure that they are enforced. We should
establish clear definitions of what consti-
tutes unfair practices that include consider-
ation of other countries’ trade in services,
high technology, agriculture, .and failure to
combat counterfeiters and pirates of intel-
lectual property. Once we determine that a
country is engaging in unfair trade practices
sanctions should be automatic. The Presi-
dent should not be able to suspend sanc-
tions except in cases of certifiable national
security threats.

We must reaffirm and expand the GATT
process. International trade rules must be
modernized in a new “"Growth Round” of
multilateral trade talks. Extending and
modernizing GATT must be accompanied
by strengthening its procedures for dispute
settlement.

Sensible trade policy will strengthen our
alliances in endless ways. By developing
methods of international coordination and
domestic investment, we can promote posi-
tive competition—competition that enriches
all and encourages economic peace.

Conclusion

We have seen how international economic
policy can help us compete with the Soviets,
promote the forces of freedom and decency,
and strengthen our alliances. International
economics must be raised to its rightful
place among the primary tools of foreign
policy.

Some will think economics too dry or
technical a field for such emphasis. But it is
not dry or technical to the people of the
world we want our foreign policy to reach.
The average cab driver in La Paz sees clear-
ly how debt payments constrain progress in
his country. The average farmer outside

2% These proposals are described both in the com-
prehensive trade bill and in the Growth and Invest-
ment Initiative that I, along with Senators Chiles,
Byrd. and others, proposed as a part of this year's
budget deliberation.

271 call for the development of industrial mod-
ernization agreements In such Industries. These
would be compacts brokered by the President
among labor, management, and sources of private
capital. Under such compacts, labor would condi-
tion wage demands on productivity gains; in return
workers would receive long term employment guar-
antees. Management would commit to long term in-
\rfst.mem and modernization in specific productivity
plans.
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Kinshasa fully comprehends how skewed
development policies have depressed the
quality of life for her family and village.
And the average machine tool worker in
Rockford, Illinois understands well that out-
dated trade rules are poisoning the way
America views our Japanese and European
allies. It is time for America's foreign policy
to confront these realities as well.

We have no clearer way to engage our
fellow men and women in productive coop-
eration. We have few stronger means to sus-
tain a domestic consensus for enlightened
internationalism. We have the chance to
speak directly and convincingly to the
people of the world about the benefits of a
free and open society. And we must seize
this opportunity for true enlightened en-
gagement.

ENLIGHTENED ENGAGEMENT: A FOREIGN

PoLicy FRAMEWORK FOR THE 21sT CENTURY

LECTURE THREE

We have considered ways in which our
foreign policy framework might view the
challenges of the U.S.-Soviet relationship
and the vast opportunities of the global
economy within a new foreign policy frame-
work. Now we must devise the tools needed
to construct the other two pillars of the
framework: alliances based on equality
rather than dependency, and the encourage-
ment of open societies around the world.

STRONGER ALLIANCES BASED ON EQUALITY

First, our alliances. Some argue that
America’s alliances have outlived their use-
fulness; that we must increasingly act uni-
laterally, because our alliances stand in the
way of decisive, self-interested actions. In
fact, in an age of diffuse economic and mili-
tary power, our alliances will be more vital
for our security and prosperity—not less, If
our alliances are not working adequately—
and in some cases they are not—our chal-
lenge is not to abandon them, but to reform,
modernize, and improve them.

Even in a changing world, we still retain
permanent interests, and chief among these
is the prevention of war, especially nuclear
war with the Soviet Union. Our strategy of
deterrence—extended to our friends and
allies—has been the driving determinant of
our foreign policy since the dawn of the
atomic age.

STRONGER ALLIANCES: NATO

NATO is and must remain key to deter-
ring war in Europe. The establishment of
the NATO alliance is a crowning achieve-
ment of the post-war era. Alleviating strains
within this 16 country partnership must be
a central concern of a foreign policy frame-
work.

The importance of NATO must not pre-
clude reforms where needed. As suggested
earlier, the absence of such reforms is most
to blame for current tensions in that alli-
ance. If we continue to resist change within
NATO, it may soon look like the Holy
Roman Empire in its last days, with every-
one wondering what still holds it together.

Our fundamental goal for NATO is to im-
prove its ability to achieve its most basic ob-
jective—preventing war. Many of the strains
in the alliance arise from the realization
among all NATO partners that nuclear con-
flict, either initiated at the strategic level or
in Europe, is not acceptable. At the same
time, the only solution to this threat—suffi-
cient conventional forces to preclude nucle-
ar escalation—is resisted by many countries.
The continued faillure to field an effective
conventional deterrent—conventional forces
which provide for the common security and
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inspire confidence among both NATO gov-
ernments and publics—in the key vulner-
ability of the Alliance.

The continued ineffectiveness of our con-
ventional deterrent is not just the oper-
ational Achilles heel of our alliance—it is
the overarching metaphor for our inability
to assure public confidence in our security
strategy. The knowledge that our vulnera-
ble conventional forces might lead to early
use of nuclear weapons in a crisis is no mere
abstraction to the residents of Bonn, Brus-
sels, and the other cities where war would
be waged.

To improve NATO's deterrent, we need to
alter dramatically its fragile “forward de-
fense” cordon. Today, NATO's forces are de-
ployed in a manner that resembles the
French Maginot Line of the 1930s. The
cordon defense is & continuing reason for
our low nuclear threshold in Europe and
our inability to lessen our dependence on
nuclear deterrence at the tactical and stra-
tegic levels.

The lack of adequate operational reserves
represents NATO's key weakness. Today,
there are only two divisions in operational
reserve. too few to wage an effective coun-
terattack against a major Warsaw Pact
breakthrough or to support a successful
NATO counter-thrust. Quite simply, NATO
does not have enough ground combat units,
and no injection of technology or commit-
ments to raise defense budgets by arbitrary
percentages can make up for that deficien-
cy.

The only realistic solution is to reform
NATO's defenses, just as we need to reform
our own military structure.! In particular,
one key to the creation of a more adequate
conventional deterrent is greatly increased
European use of its military reserve system.
We can also take steps to increase the
combat capability of our ground forces in
Germany, and we might consider increasing
the number of U.S. divisions in Europe
within current troop levels.?

But the foundations of common security
are as much psychological as material. An
inherent fallibility of the Alliance is the
continued and corrosive notion of the U.S.
as dominant partner—even as the other
partners have grown to positions of relative
equality. The myth of American domination
of NATO undermines the sense of self-de-
termination which all countries require to
develop public support for their defense.
And it encourages unnecessary political fric-
tions by suggesting U.S. diktal as the reason
for unpopular actions, such as moderniza-
tion of intermediate range nuclear forces
stationed in Europe or increases in defense
budgets.

Notably, the one country which has expe-
rienced the least controversy in its defense
policy is France. In large part, there is less
controversy because France has taken pri-
mary responsibility for its own defense.

To adapt NATO to changing times we
must return to NATO's original goal: A
Europe primarily responsible for its own de-
fense. That was quite explicitly NATO's
original purpose.®

! For the details of military reform strategy, see
America Can Win by Gary W. Hart and William 8.
Lind (Bethesda: Adler and Adler, 18986). More spe-
cific proposals for NATO appear in my speech at
the University of Edinburgh, January 1985.

2 Dr. Steven Canby, one of the architects of mili-
tary reform, has proposed specific ways to accom-
plish such objectives.

* As Stephen E. Ambrose writes, in Eisenhower,

“The second objection [to the creation of NATO
to which Eisenhower responded] was that the
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We must evolve from an alliance that re-
flects European dependency on the United
States to one based on equal partnership.
To that end, we should begin negotiating
with our NATO allies to consider ways we
might restructure military burdens in
Europe in the coming decades. For example,
at some time in the 21st century, the United
States might assume more of the air and sea
defenses and Europe, more of the burden of
land defense—an allocation that would
better reflect our relative comparative ad-
vantages.*

I stress: any move to alter NATO doctrine
and forces should be evolutionary, and un-
dertaken in full concert with our allies. But
we must also make it clear we are not the
Romans. We do not intend to stay in Ger-
mat.-ny for 300 years, or until we are driven
out.

NATO is an enduring achievement of our
post-war foreign policy. But for many, even
the smallest detail in the traditional strue-
ture of our Alliance is considered sacro-
sanct. Anyone who suggests that it be
changed or reformed is labeled irresponsi-
ble, isolationist, or a heretic. The domestic
political cost which accompanies reform
proposals has become so high that the
debate over how we can strengthen the Alli-
ance is forever put off to another day.

Recognizing NATO as a real partnership,
rather than an aggregation of subservient
states, can only result in a stronger, reinvig-
orated Alliance. But it also imposes some re-
straint on the United States. We must not
attempt to alter NATO policies unilaterally.

The most recent and damaging example of
droit de seigneur exhibited by American
leadership has been the President's Strate-
gic Defense Initiative. With a suddenness
and rhetorical enthusiasm born of a purely
domestic impulse, the Administration has
attempted to recreate NATO doctrine in its
own image.

The Strategic Defense Initiative has in-
spired real fears among NATO governments
and publics. Rightly or wrongly, it has fos-
tered the perception among some that the
U.S. desires strategic superiority; that we
are seeking to sunder our commitment to
NATO's defense; that we have little interest
in arms control; and that we ultimately
intend to prosecute U.S.-Soviet differences
on NATO soil.

Fueled by the U.S. failure to achieve
progress in arms control, these fears have
inflicted incalculable damage on NATO co-
hesion. The recent U.S. decision to abandon
the limits of the SALT II Treaty—in spite of
European entreaties—has further poisoned
the atmosphere. Even as the quixotic prom-

United States was committing itself to an indefinite
defense of Europe, at a tremendous cost that would
continually go higher. Eisenhower admitted the
force of the objection. ‘We cannot be a modern
Rome guarding the far frontiers with our legions,’
he said. He recognized that the economic strength
of the United States was the greatest asset the free
world had, and he agreed that the expenditure of
billions of dollars for defense would, in the long
run, bankrupt the United States, thus presenting
the Soviets with “their greatest victory.' But he in-
sisted that a program of support for NATO was a
short-run proposition. American aid for NATO was
essential now, in 1951, but it could be phased out
rather quickly. To Ed Bermingham, he flatly de-
clared, ‘If in ten years, all American troops sta-
tioned in Europe for national defense purposes
have not been returned to the United States, then
this whole project will have fajled.” "

*In & White Paper issued with Senator Robert
Taft, Jr., in 1977, I outlined one possible strategy—
emphasizing a stronger maritime role for the
United States.
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ise of the SDI recedes, the political task of
rebuilding consensus for Western nuclear
policies will be formidable. Unilateral and
dramatic shifts in strategy are not the way
to treat equal partners or achieve common
security.

STRONGER ALLIANCES: THE DEVELOPING WORLD

The idea of independent states acting col-
lectively on the basis of mutual interests
should also guide our policies toward the in-
dustrializing, centrist countries of the devel-
oping world. The notion of the U.S. and the
U.8.S.R. carving out spheres of influence,
based on compliant client states, has been
discredited and should have been discarded
years ago. From Egypt's expulsion of the
Soviets in the early 1970s, or our “loss" of
Iran in the late 1970s, we have seen repeat-
ed examples of how the world has evolved
far beyond the concept of client states—in
military, economic, or political relations.

Acknowledging the true independence of
these nations—including some friends and
allies—may suggest to some a loss of control
by the superpowers. But only by fostering
that independence can we build durable alli-
ances in the 1990s and beyond. Independent
states may appear to be more of a nuisance
in the short run, but they are inherently far
more reliable in the long run. A country
which sees itself as a client state, in fact,
will never be a reliable ally because it does
not bear responsibility for its own actions.

The advent of the Nixon Doctrine in 1969
marked a watershed in U.S. relations with
the Third World. Its declared objectives—to
promote military self-reliance among friend-
ly countries in place of dependence on U.S.
interventionary forces—was, in theory, an
appropriate response to important historic
trends. The doctrine responded to national-
ism in the developing world and acknowl-
edged the declining utility of traditional in-
struments of American power, such as U.S.
troop presence, base rights and formal secu-
rity alliances.

In practice, however, the Nixon Doctrine
exported military technologies wholly inap-
propriate to the security needs of the recipi-
ents. In Iran, South Korea, and elsewhere in
the Third World, by exporting excessively
complex and sophisticated weaponry, we
fostered dependence even as we claimed to
do the opposite.

No county is more secure as a result of
purchasing F-15 fighter aircraft if the
threats to its security come from guerrilla
insurgencies, if it lacks the infrastructure to
deploy the planes, or if its military spending
reduces social expenditures necessary to
stem instability and crisis. No country’'s se-
curity is served by merely becoming a show-
case for American military technology—es-
pecially when its own military lacks the
training to use this technology in combat.

In the developing world, alliances and
friendships based on equality means we
must provide these friendly states with real-
istic and effective means of self-defense. We
can start by extending the principles of
military reform to Third World recipients—
providing affordable, rugged, and effective
defense equipment suitable to their regional
security requirements,

But relationships based on equality also
require that diplomatic and military ar-
rangements strengthen the hands of our
friends and allies in their own region. There
is no better or more important example
than the Middle East.

In the last half decade, American diploma-
cy has ignored too many of the Middle
East’'s internal realities and, as a result,
helped perpetuate a costly stalemate. Our
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common interests with both Israel and the
moderate Arab states—preserving Gulf secu-
rity and opposing the Islamic fundamental-
ist revolution, for example—are extremely
important.

We should support certain Arab nations in
these efforts, Egypt being the foremost. But
we must not reward countries that try to
block peace or that support intransigence,
terrorism and anti-American radicalism. We
have the right and duty to use our leverage,
including over arms sales, to seek to influ-
ence their policies just as we do in other
parts of the world.

Here, as elsewhere, if we are to base our
relations on equality, we cannot expect to
simply rearrange things to our liking. At-
tempts to do so can backfire in the face of
local nationalism. What we can do—and
what the Camp David process did so well—is
try to construct a framework within which
the local powers can take positive, mutually
beneficial actions on their own initiative, re-
flecting their own independence. We should
be actively doing this in the Middle East
today. We are not, and because we are not,
we have helped to perpetuate an unstable
and dangerous status quo.

To strengthen our alliance with moderate
forces in the region, we should reward lead-
ers who demonstrate flexibility in their po-
sitions—leaders, like the late President
Sadat, who are willing to accept the prereq-
uisites of regional stability—most notably,
recognizing Israel’s right to exist. Qur com-
mitment to the survival and security of a
free and independent Israel must never be
in doubt.

ENCOURAGING MORE OPEN SOCIETIES AND
CENTRIST FORCES

The fourth and final focus of our frame-
work must be encouraging the centrist
forces which are the best resistance to
Soviet expansionism, the strongest guaran-
tor of human rights, and the most powerful
fuel for world economic growth.

Encouraging centrist forces implies en-
gagement—political, diplomatic, economic,
and sometimes military. We take pride in
many past engagements—the Marshall
Plan; our help to famine-striken Africa; our
diplomatic assistance in launching the
Camp David peace process; or our actions in
assisting the transition of power from Ferdi-
nand Marcos to Corazon Aquino in the Phil-
ippines.

Yet the notion of intervention often
grates on the American prejudice against
meddling in the affairs of other countries.
In part, the public perceives intervention as
too expensive—as In the case of foreign aid.
Such perceptions have been exacerbated by
incidents of the government over-stepping
public definitions of ethical behavior—the
CIA's involvement in sponsoring assassina-
tions and coups, for example.

But the American public will support en-
gagements for which our leaders have made
a compelling case. We must think clearly
about how and when intervention is justi-
fied and effective, and we must actively re-
build public consensus for an enlightened
internationalism.

Much as we might like, no precise pre-
scriptions can guide such actions abroad. In
each case, the nature of our engagement
will be determined by questions of strategic
necessity, moral justification, international
law, local history and politics, and—most im-
portant—the likely efficacy of our involve-
ment.

Such considerations must especially be at
the center of our debate over military inter-
vention and the use of force. That heavy-
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handed military or economic interventions
that characterized our early days as a super-
power will seldom be effective in a world
where power is diffuse.

In some cases, of course, we will have to
resort to the direct use of American force—
in the event of aggression against our allies
in NATO, in ANZUS, or against vital coun-
tries such as Japan, Israel, or Korea. In
most cases, however, enlightened engage-
ment will help more indirectly—it will help
nationalism resist hegemony; provide a basis
for seeking negotiated solutions to regional
conflicts; apply pressure for human rights;
promote development by helping nations
participate in world trade, and take the lead
in improving the rules for our international
economy.

OPEN SOCIETIES; ECONOMIC ENGAGEMENT

The first type of engagement should be
economic. The demands of Third World cou-
tries have moved from ldeological national-
ism to practical agendas for economic eman-
cipation. The bankruptcy of the Soviet
model as an example for Third World devel-
opment can be the West's strongest weapon.
But this will require a change in the orien-
tation of our own policy.

For example, our policies toward the na-
tions of Africa have focused too much on
external threats to their security and too
little on the more immediate internal crises
they face.

In many parts of the third world, the slow
and often torturous efforts of nations to
achieve modernization are confronted by
critical threats. Disastrous environmental
and climatic conditions, political upheaval,
tattered economies and other pressures
have combined to place these states on an
apparently permanent downward spirial. In
Africa, this tragedy imperils not only untold
human lives but also the struggle of black
Africans for economic enfranchisement and
political stability.

Without a resurgence of American and
Western commitment on behalf of African
development, per capita income in Africa
will continue to decline over the next ten
years, even under the most optimistic pro-
jections. It is anticipated that payments re-
quired to cover interest on Africa’s external
debts will be equal to two-thirds the aid
money directed to the continent. Without a
renewed commitment to Afrieca, instability
throughout the continent will dominate the
coming decades—as we have already seen in
the coups an attempted coups in Ghana,
Kenya, Nigeria and Uganda in the 1980s.

We must marshal the energies of public
and private development efforts. Our goal
must be to promote economic and agricul-
tural self-sufficiency: to improve the yields
of local farms; to control the most devastat-
ing diseases and famine; to create the infra-
structure for subsistence; and to speed the
development of a healthy, African private
sector. The agricultural sectors in Malawi,
Zimbabwe and the Ivory Coast have made
remarkable strides. Botswana and Came-
roon have managed their economies well.
Between 1960 and 1980, literacy more than
doubled among Africa’s adult population.
These success stories speak volumes for Af-
rica’s spirit of resourcefulness and persever-
ance—and we must nourish that spirit in
the coming decades. Success in the future
will also depend on American leadership to
achieve increases in targeted, multilateral
aid and debt relief.

A very practical step to assist Africa and
lesser developed economies elsewhere would
involve employing our intelligence satellites
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on their behalf: to predict crop develop-
ment; to monitor agricultural practices; to
search for minerals, gas, oil, fish and other
resources; and to assist in humanitarian
relief efforts.

But our practical efforts to assist African
nations in their development, must be ac-
companied by moral solidarity as well.
Unless we take action within our power to
end the murderous reign of apartheid in
South Africa, many of our positive efforts
throughout the African continent may be
eclipsed.

Economic sanctions have rarely succeeded
in achieving our foreign goals. The practical
costs of such sanctions nearly always exceed
their idealistic benefits. Recent experiences
with grain embargoes demonstrate that
withholding food to punish foreign nations
is usually futile and ultimately counterpro-
ductive.

South Africa is a living and compelling ex-
ception. Our purpose in applying sanctions
is well-defined: speeding the overdue transi-
tion to majority rule and disassociating our-
selves from the repressive white minority
regime. Ideally, this action should not be
unilateral; for greater effectiveness, it
should have the full support of our allies.

Failure to pursue an enlightened policy in
South Africa will damage regional security
and reduce our influence with with other
African states. The imposition of such sanc-
tions is not only morally justified; it is es-
sential to advance America's interests in the
region.

OPEN SOCIETIES: POLITICAL AND DIPLOMATIC

ENGAGEMENT

Much engagement by the United States
will be diplomatic and political. The restora-
tion of democracy in the Philippines demon-
strates the effectiveness of these means,
however late our own efforts may have
been. But engagement must mean more
than providing safe passage to dictators
minutes before the exhausted patience of
their people turns to violence. Our policy
must be capable of early, sustained and con-
sistent advocacy for human rights and polit-
ical freedom. It is not enough to respond to
the crises of the moment. We must antici-
pate trouble spots around the world—espe-
cially where basic freedoms are denied—and
be prepared to act affirmatively.

South Korea provides one of the best ex-
amples of how we should use political and
diplomatic engagement. In this case, our
mutual security interests are clear, recogniz-
able and rooted in the histories of both na-
tions. Broad political and public consensus
exists in both countries about the need for a
swift and strong response to any external
threat to South Korea's survival and securi-
ty.
Unfortunately, political progress has not
kept apace of the industrial progress which
has made South Korea one of the economic
miracles of the post-war world. Facile paral-
lels between the Philippines and South
Korea are not instructive. But, on the other
hand, we need not wait until the situation in
Korea reaches crisis proportions before
taking action. )

The opposition New Korea Democratic
Party—a democratic political force which
fully appreciates the nature of the external
threats to South Korea—makes no unrea-
sonable demand by insisting that the next
Korean presidential elections fully reflect
the will of the Korean electorate. Responsi-
ble opposition leaders—and there are
many—share our concern that internal in-
stability not provide a pretext for external
subversion or aggression. Such leaders also
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recognize that security and prosperity are
reinforced, not weakened, by democracy.

We need not choose between a policy of
timid neglect and one of choosing sides—
seeing particular leaders or parties as more
important than the establishment of the
democratic process by which they are
chosen. Instead, we have the ability and in-
fluence to encourage the moderate and
pragmatic elements that exist in both the
New EKorea Democratic Party and the
Democratic Justice Party.

By strengthening and identifying with
such elements now rather than when it is
too late; by using diplomacy and trade as in-
centives for internal accord (rather than
using heavy-handed pressure which con-
jures up images of patron-client relation-
ships)—by taking such steps, we exercise
true leadership.

OPEN SOCIETIES; MILITARY ENGAGEMENT

Diplomatic, political and economic ef-
forts—these are the means of choice for our
intervention on behalf of open societies and
centrist forces. But the United States also
has awesome military strength, and it is a
formidable task to decide where, and under
what circumstances we should use that
force. In providing for our common security
and prosperity, and in defense of certain
vital interests of the United States, at times
we will be called upon to use American mili-
tary power.

But direct applications of military power
will be increasingly less effective in the face
of continued diffusion of power around the
world. Today, the resurgence of radical reli-
gious fundamentalism has a far more desta-
bilizing effect on the third world than com-
munist-inspired insurgencies. The shock
waves from Tehran are reverberating from
Cairo to Karachi to Kuala Lumpur. With its
cadres of suicide squads, the forces of fun-
damentalist Islam have demonstrated the
growing disutility of conventional military
might in constraining those who consider
death in the pursuit of their cause not only
acceptable but a moral imperative.

There is no military solution—in the tradi-
tional sense—to terrorism. Together with
our allies, we must use intelligence, our
assets to infiltrate terrorist groups, identify
their leaders and sources of support, and
interdict their plans and operations by
covert and para-military means. Terrorist
groups must be isolated, denied financial
and military resources, and effectively frus-
trated until they wither and disappear.

In more traditional national and regional
conflicts, the use of American military force
is not an instrument of choice, but one of
last resort: the culmination of failure to re-
solve crises by other means.

The complexity and diversity of the global
environment defies mechanistic prescrip-
tions of when and how to use force. But
some specific principles do exist:

First and foremost, American military
forces must obviously be used to protect our
security interests and those of our allies;

Second, we must clearly define what we
are trying to accomplish—what are our po-
litical and military objectives. We must
insist on tangible, obtainable political goals
stated in concrete terms;

Third, the American people must support
the use of their army (or other forces) in
any sustained military operation and be
fully cognizant of proposed levels of mili-
tary force and potential costs—including of
human lives; 5

* *The American Army really is a people's army
in the sense that it belongs to the American people
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Fourth, we should commit our forces only
after diplomatic, political, and other means
have been exhausted and local forces are in-
sufficient to resolve the conflict;

Fifth, we must be clear on how we intend
to achieve our objective and what strategies,
tactics, and doctrine we mean to employ; *

Sixth, we must have agreement on the
command structure of any military engage-
ment and insist that the role of civilians
who make policy not overlap the uniformed
commanders tasked with carrying it out;

Seventh, the proposed operation and our
thinking about it must pass the test of sim-
plicity—the plan of operation must be
achievable in its execution.”

The twilight world of military engage-
ment in a nationalistic era has been com-
pounded by our temptation to use military
force to overcome political and ideological
hurdles. Too often we have tried, in our
frustration, to make our armed forces a sub-
stitute for policy instead of an instrument
of policy.

One astute observer has said it best:
. . . military forces . . . are designed,
equipped, and trained . . . to fight and win
on the battlefield. They are, in effect, a
battle-ax.”” That puts it bluntly—but cor-
rectly. And it echoes the earlier direct dis-
tinction—lost on most American policymak-
ers—put forward by Von Clausewitz: “Force
is the means,” he said. “To impose our will
on the enemy is our object.”

To avoid unnecessary and tragic loss of
young American lives, and prevent national
embarrassment and lingering Vietnam-like
recrimination, it is imperative the difference
between our goals—the objective—and the
military force—the means—be constantly
observed.

In the end, the most important guideline
for military engagement must be the sup-
port of the people. Except in the necessary
cases where security must attend single-
stroke, rescue-type operations, secrecy is the
enemy of public support. Simply put, we
cannot invoke—as the Reagan Administra-
tion seeks to do—the national will in secret.
Likewise, an administration which seeks
overt support from the Congress for
“covert” operations—as in Central Amer-
ica—sows the seeds of destruction of its own
policies and invites widespread cynicism.

In the final analysis, the soundness of a
foreign policy—including proposed instances

who take jealous and proprietary interest in its in-
volvement. When the Army is committed the Amer-
fcan people are committed, when the American
people lose their commitment it is futile to try to
keep the Army committed. In the final analysis, the
American Army is not so much an arm of the Exec-
utive Branch as it is an arm of the American
people. The Army, therefore, cannot be committed
lightly.” General Fred G. Weyland, Chief of Staff,
U.S. Army, July 1976. Quoted in On Strafegy, A
Critical Analysis of The Vietnam War, Colonel
Harry G. Summers, Jr., Dell Publishing, 1984,

® Colonel Summers has an excellent discussion,
after Clausewitz, of the dilemma between strategic
defense (containment) and strategic offense (libera-
tion), as well as between mass (NATO) and econo-
my of force (theater of operations).

* Colonel Summers best outlines Clausewitz' four
guidelines: objective, offensive, unity of command,
and simplicity. He also shows the difficulty we face
in applying them in today's world.

Careful students may note some striking parallels
between the guidelines for commitment of military
forces laid down here and those put forward by Sec-
retary of Defense Caspar Weinberger in a speech to
the National Press Club, November 28, 1984. Earlier
that year—in July to be exact—I successfully
fought to have principles similar to those adopted
into the Democratic Party platform at its conven-
tion in San Francisco.
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of military commitment—must be judged by
the degree it can withstand the sunlight of
public debate and engage the wisdom and
common sense of the American people.

In the continuing debate over Central
America, these principles serve to define a
course of action. The United States has le-
gitimate national security interests in the
region. We cannot allow any country in Cen-
tral America—including Nicaragua—to sub-
vert its neighbors or become a military base
for the Soviet Union. If any nation in the
region were to allow itself to become a new
Soviet base, we would be compelled to take
any action necessary, including military
force, to remove those bases.

But military force is not the most effec-
tive means for addressing Central America's
current realities.

Our experience in El Salvador is instruec-
tive. There, an escalation of direct U.S. in-
volvement would have excited and enlarged
the forces of anti-American nationalism,
particularly if our involvement had meant
support for the oppressive, oligarchic forces
of the right. Instead, as a result of pressure
from Congress and the public, we condi-
tioned aid on progress toward democracy,
land reform, and human rights. We used
our best advantage over the Soviets—our
ability to supply economic assistance and
our willingness to promote change.

But we must do more to ensure civilian
control of the Salvadoran military—by
making it clear to the forces of the right
that our aid depends on their obedience to
the government's authority, by demanding
they improve civil liberties and bring to jus-
tice those guilty of past crimes, by proceed-
ing with land reform, and by rebuilding
their ravaged economy in a way that bene-
fits the largest number of people. This ap-
proach also applies to the new civilian gov-
ernments in Honduras and Guatemala, be-
leaguered by oppressive oligarchies and po-
litically ambitious armies on the right and
by Marxist-Leninist guerrillas on the left.

In Nicaragua, as in other cases, the direct
use of U.S. military force is currently unnec-
essary and counterproductive, the use of
force without any serious effort toward ne-
gotiations cannot help us attain our goals.
We must use as leverage the three factors
that are constraining the Sandinistas most:
their respect for U.S. power, their knowl-
edge that the Soviets and Cubans will give
only limited help, and their inability to de-
stroy the broad opposition by the Church,
press, and citizenry within their country.

Support for the “contras” increases our le-
verage in none of these three areas. Militari-
1y, even their supporters do not contend the
“contras” and defeat the Sandinistas. Inter-
nationally, our support for the Contras
strengthens the Sandinista’s claims on
Soviet-Cuban aid. And domestically, the
“contras” obvious dependence on U.S. sup-
port and direction weakens their patriotic
appeal, cedes the powerful weapon of na-
tionalism to the regime, and makes it easier
for the government to discredit and harass
the internal opposition.

Instead of playing to the Sandinista’s
strength, we should be using our own. We
can provide leadership and focus the pres-
sures of our regional and European allies on
Nicaragua by initiating a serious diplomatic
effort. We should demand bilateral and re-
gional agreements with Nicaragua to con-
strain the Sandinistas further, rally our
local allies, and remove Managua's patriotic
rationale for its internal controls and re-
pression. These actions can block the estab-
lishment of foreign militay bases in Central
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America, and the arms race there, prevent
cross-border subversion, and encourage in-
ternal negotiations among Nicaraguan polit-
ical groups.

Without question, we have the means to
verify any such agreements. If Nicaragua
were to violate them, the United States
would still have the power—and much wider
domestic and regional support—for decisive
action. It is dangerous to imagine the Sandi-
nistas have good intentions; but it is naive
to think they will be swept away by the
“contras”; and it is ultimately foolish to
claim that military force is our best means
for controlling Sandinista misbehavior. Our
diplomatic, political and economic
strength—and that of our friends and
allies—is much more effective. Indeed, a
policy of military force without diplomatic
skill is like the difference between a fire
raging out of control and one harnessed to
produce energy for a city.

For some, the idea that military force is
ineffective in Central America constitutes
isolationism. To the contrary, it is isolation-
ist and reckless to ignore regional dynamics
and the interests of democratic govern-
ments throughout the area who repeatedly
insist that they oppose American military
escalation. Those who claim we should use
Central America as a battleground to re-
solve East-West differences are misreading
reality. To paraphrase one commentator, if
we were less insecure about the Soviets and
more confident about the benefits of demo-
cratic capitalism, we would realize history is
on our side—in Central America and
throughout the world.

CONCLUSION

More skillfully managing U.S.-Soviet rela-
tions; expanding our use of international ec-
onomics; strengthening our alliances; en-
couraging open societies—these four areas
of enlightened engagement illustrate the
tremendous opportunities awaiting America
in this era of global change.

In every American era, one dominant fea-
ture of world power has most shaped our
foreign policy. In the era of isolationism,
limited military power and an ocean of dis-
tance determined we would stand largely
aside from the wrangling of the old world
our forebears had left behind. During Wil-
sonianism, the rise of our economic and
military might and Europe’s internal divi-
sion increasingly drew us into that wran-
gling world. In the era of containment, that
economic and military might was called
upon to protect a weakened post-war world
from the menace of Soviet expansionism.

In this era of dramatic change, the emerg-
ing challenge for our foreign policy is the
diffusion of global economic, political, and
military power. It is already defining the re-
ality of our age. Nuclear proliferation, ten-
sions in our alliances, global trade and com-
munications, terrorism, and the call of the
world’s peoples for self-determination—we
could hardly ask for more compelling evi-
dence.

Some Americans will understand the op-
portunity. They will understand that Amer-
ica has always sailed best on open seas and
on the powerful tides of freedom we share
with all humankind. These Americans will
welcome the waves of change and steer con-
fidently ahead.

But some will label any movement as re-
treat, withdrawal, isolationism.

They couldn’t be more wrong. The threat
of isolationism today does not come from
those of us who urge new methods in the
application of American power.
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The real threat of isolationism comes
from those who would elevate their rejec-
tion of arms control into an ideology that
destroys prospects for a more stable world.

The real threat of isolationism comes
from the advocates of SDI who are under-
cutting the cohesion of our NATO alliance.

The real threat of isolationism comes
from protectionists who would build walls
around our economy and prosperity.

The real threat of isolationism comes
from those who would ignore the debt crisis
of Latin America and allow new democracies
to perish.

The real threat of isolationism comes
from those who would neglect diplomacy
and thus frighten our people into believing
that internationalism will always entail loss
of American life.

The real threat of isolationism comes
from those who would close America’s heart
to flagrant denials of human liberties
abroad.

The real threat of isolationism comes
from those who would close their eyes to na-
tionalism and the diffusion of power as the
world map evolves before our eyes.

Enlightened engagement is a rejection of
isolationism; and it is a rejection of tradi-
tional, bipolar containment. It is a recogni-
tion of a fundamental new truth—that the
diffusion of political, military, and economic
power is an opportunity for America. Grasp-
ing this reality will vastly increase—not de-
crease—America’s influence.

Engaging our economic partners in a
search for stronger rules of finance and
trade will increase America's prosperity. En-
gaging developing nations in their march
toward self-determination will increase
America’s security. Engaging the world in a
cooperative fight against terrorism will in-
crease America's safety. Engaging our allies
in military reform will increase our collec-
tive confidence. Engaging the Soviets in se-
rious arms control negotiations will increase
the likelihood we will reach the 21st centu-
ry—and the 22nd.

Let us seize this moment. Let us navigate
the currents of change and reach a new
world beyond. Let America’s age of opportu-
nity begin.

COMMENCEMENT ADDRESS OF
VIRGINIA LT. GOV. L. DOUG-
LAS WILDER AT THE UNIVER-
SITY OF VIRGINIA

Mr. WARNER. Mr. President, this is
the time of year when commencement
exercises are held and America wel-
comes its graduates as they assume
their responsibilities in our society. It
is also the time of year when families
recognize fathers, the past Sunday
being observed as “Father’s Day.”

The coincidence of these two periods
prompts me today to speak of two very
joyful fathers who attended recent ex-
ercises at the University of Virginia
when their children were awarded de-
grees. The two fathers, today, friends
through serving in elective offices in
Virginia, once aspired to be students
themselves at the University of Virgin-
ia. One, coming from a family with
deep roots in Virginia, was readily ac-
cepted, and graduated in law in 1953.
The other, with an equally proud
family heritage with deep roots in Vir-
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ginia, was summarily denied admis-
sion, for he was of the black race.

This denial, an accepted policy of
the times, did not deter him from
going forward to distinguish himself
as a soldier fighting for freedom, a dis-
tinguished career as a Virginia State
senator, and in 1985 becoming the first
black in this century to be elected to
statewide office in Virginia.

The two fathers returned to the uni-
versity. Last year, it was my privilege
to give the baccalaureate address at
the University of Virginia, and for
graduation this year, L. Douglas
Wilder was privileged to deliver the
principal address. A humble, but
proud Virginian and father, the Lieu-
tenant Governor said:

The fact that my son finished his under-
graduate studies here and that my daughter
is in this year's graduating class warms me
with a poetic and an ironic justice.

Mr. President, on behalf of the uni-
versity, the graduates, the parents, the
faculty, and all others in attendance,
who listened intently with a feeling of
warmth and who departed with a feel-
ing of pride, I read Lieutenant Gover-
nor Wilder's memorable speech into
the ReEcorp of the U.S. Senate,

The speech follows:

ExcerpPTS FROM REMARKS MADE AT

COMMENCEMENT, UNIVERSITY OF VIRGINIA

(By Lt. Gov. Lawrence Douglas Wilder)

Dr. O'Neil, distinguished members of the
faculty and Board of Trustees, parents,
friends, and especially to the graduates of
the class of 1986, I am very pleased to be
here today.

To say that this is just another com-
mencement address would be false. To say
that it has no effect on me would be more
false. The persons who have preceded me in
speaking on these occasions are of such
prestige and renown that this honor, while
flattering, is humbling to me.

Much has been written about my not
being able to attend this University during
my time. The fact that my son finished his
undergraduate studies here and that my
daughter is in this year's graduating class
warms me with a poetic and an ironic jus-
tice.

You graduates will bear witness in some
future time to the things which changed,
not just during your lifetimes, but during
the active period of your lives; that time
when changes took place either because of
or in spite of your involvement.

None of us knows what the future holds in
store for us, as life is not all a summer’s
dream for individuals, states or nations. We
are born into this world and tossed upon the
sea of fate. We live on faith and we live on
hope and we steel ourselves to stand the re-
buffs of life; we take it as it is, as individuals
with the full understanding that nations are
only aggregations of individuals.

We all love this country, but more impor-
tantly we love the freedom that has come
from new ideas, from a constitution made
by rebels and protected by rebels, from a
constitution born in strife and tempest and
rebellion. We love it because of what it has
been, materially and spiritually.

The radical of today is the conservative of
tomorrow. Thomas Jefferson, James Madi-
son, George Mason, Patrick Henry, to name
a few, brought forth a reform that gave life

CONGRESSIONAL RECORD—SENATE

and meaning to this great country as we
know it today. The fruits of their lives are
plain for all to see; while time shall last,
men and women, sons and daughters of all
of America's people, will live by the light of
freedom and be inspired by the hope of lib-
erty.

Thoreau expressed it best, “The Universe
constantly and obediently answers to our
conceptions; whether we travel fast or slow,
the track is laid for us. Let us spend our
lives in conceiving then. The poet or the
artist, never yet had so fair and noble a
design but (that) some of his posterity at
least could accomplish it."”

So today, in this setting that has inspired
s0 many for so long, you should resolve to
meet the challenges. It is fitting to turn our
focus to the paramount challenge facing
your generation.

What with the spiralling health-care
costs, the growing threats to our social secu-
rity system, plus competing forces, your
generation will be the first to feel the full
brunt of supporting three generations of
family.

Indeed, the premier challenge of Ameri-
ca's twenty-first century is to define and
decide how to accommodate the older gen-
eration and the rising generation with strik-
ing the proper balance as you yourselves
become older—and take the leadership posi-
tions.

The challenge of your parent's parents
was that they had to adapt to a country
that was preoccupied with appealing to
youth, and providing them with the most
possibilities * * * but they happily did it by
sacrificing for their children and their coun-
try.

The paradox is that technology, scientific,
and medical advancement have made our
life cycles and expectancies longer, thank
God, s0 that our parents and relatives,
though sometimes enfeebled of mind and of
body, will be longer with us, directly or at
some places entrusted with their care. Some
will have the means but too many will not.

In addition to providing for your children
things which you may not have enjoyed and
at least that which you did enjoy, you must
sustain yourselves and those persons who
might not otherwise be able to care for
themselves.

Your energies must be directed toward
finding ways to collectively address this new
dilemma and to solve it. Therefore it is nec-
essary that we not sap our strengths with
blind indifference to the plight of our fel-
lows, nor content ourselves with selfish me-
dioerity.

This country of ours, conceived as it were
and struggling to achieve an existence is
tested year after year, month after month,
day after day, to live out its creed, to meet,
rather than to deny its problems, and to say
to that talisman of destiny that we will per-
sist until we succeed.

Each period in history presents its own set
of challenges and we must be prepared to
meet them. Those who have lived have not
loved freedom more; in their span they gave
to a world which knew freedom not, and it is
ours to continue making contributions in
new areas and challenging new issues.

We have come to see that this country’'s
insistence on right can make a change. It
did so in the archipelagoes of the Philip-
pines, it did so with the ravaged despotism
in Haiti, * * * and it will and must do so, in
the blood-drenched townships of South
Africa.

Not one of you has come into this world
with any real advantage over any other,
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absent impaired health, and not one of you
has entered into this world with any real
disadvantage, under the same circum-
stances. Yes, there will be those who would
be temporarily advantaged by things of a
material nature which would make you be-
lieve that you can afford the luxury of not
needing to know the precise person that you
are and to likewise fail to engage in making
the commitment to doing your part in
making life meaningful,

And there, likewise, are those of you who
would feel this station in life or accident of
birth has so conditioned your life as to
make it of no meaning, having no purpose
and that it renders you unable toc make any
contributions because you have been disfa-
vored. I'm not suggesting that this is a per-
fect world as it is not, nor will it ever be; but
I've come to know that opportunities do
exist, not necessarily those which one sees
as opportunities at the time, but those op-
portunities must be taken advantage of to
move ahead, as painstakingly slow on occa-
sions as that might be, but always reaching
up and out and looking to climb further up
the ladder.

Changes have come; we see women, not
only in the work force, but occupying posi-
tions of influence at every conceivable level
of government and society. That didn’t just
come about. Some people believed it should
and worked to bring it about—and it did.

We've seen blacks rise from what was a
real permanent underclass, to compete at
every level, if given the opportunity so to
do, and to prove wrong those who felt they
were humanly unable to perform at those
levels. But this did not just come about.
Some people had to believe it so and fought
for it to be * * * and it did.

We've seen the creation of a middle Amer-
ica, sometimes comfortably forgetting how
it came to be and sometimes saying to you
and to me that they just came about.

Family ties are what made and make this
country great. Any lessening of these bonds
must be resisted and rather strengthened.

The trilogy of the generations of which I
speak, your parents, yours, and your chil-
dren, flow inevitably from the progress of
life itself. The cynics, lacking vision, will use
expediency to play one generation off
against the other.

We might now better be able to under-
stand that which was prophetically pro-
claimed in Ecclesiates: “Generations come
and they go, and the Earth abideth forever
* * * but the sun also rises.”

We know that there is no new thing under
the sun, and that regardless of what we as
mortals do, the earth will be here.

Nature and history have slowly abided,
while mankind’s progress enabled the trilo-
gy of generations to co-exist. Of all the pre-
vious times, yours is the opportunity to
make that contribution that history will
record as the time when love and respect for
those who have given, and done so abun-
dantly, has been not only remembered and
revered, but permanently enshrined in the
archives of achievers.

I congratulate you and yours for standing
as anchors between the high possibilities of
youth and the wisdom of the ages.

THE 1986 CONGRESSIONAL CALL
TO CONSCIENCE

Mr. PRESSLER. Mr. President, I am
pleased to be a participant in the 1986
Congressional Call to Conscience. This
program is designed to focus our at-
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tention on human rights violations
against Soviet Jews.

In the U.S.S.R., Jews experience
many hardships. They are persecuted
and looked down upon because of
their religion and culture. Soviet Jews
are refused the basic privileges given
to the dominant Soviet ethnic groups
and are subjected to anti-Semitic pub-
lications and propaganda.

Jews have been harassed for many
years by Soviet authorities; but since
1984, anti-Jewish brutality and perse-
cution have intensified significantly.
Jewish cultural activities and Hebrew
teaching are considered antistate ac-
tions. False arrests of Soviet Jews on
concocted charges occur quite fre-
quently.

Filing an application to leave the
Soviet Union makes life tougher for
Soviet Jews. This simple act usually
leads to even greater repression by
Soviet authorities. Before one can
apply to leave the Soviet Union, one
must receive an invitation from a first-
degree relative who lives in Israel.
After this is completed, one must
submit massive supporting documenta-
tion. Even if the applicant's family
members themselves are not applying,
letters are required from family mem-
bers stating they do not object to the
applicant’s departure. Permission from
military authorities is also required.

Most Soviet Jews who apply to leave
their country lose their jobs. Profes-
sionals are often demoted and given
nonprofessional work. Many of these
people are subjected to surveillance by
the KGB, conscription into the Soviet
Army, arrest and imprisonment, expul-
sion from schools, and physical abuse.

The Soviet authorities frequently
use the excuse of “considerations of
state” in order to refuse Jews their
right to leave the U.S.S.R. “Consider-
ations of state” can preclude from emi-
gration any healthy male over the age
of 18, former military personnel who
served at least 1 year, and employees
who work for a “secret” industrial
business or scientific institution. Many
Soviet Jews have been denied emigra-
tion because the term “consideration
of state’” was applied to one of their
relatives.

One such example is that of Vsevo-
lod Berger, a physician specializing in
hygiene and epidemiology, and his
wife, Valeria, a doctor also. Vsevolod
applied for a visa in 1977. His visa was
refused that same year and again in
1979. The reason for the denial was
that Vsevolod's father, a staunch Com-
munist Party member and a former
colonel in the Soviet Army, would not
give his consent. The Bergers have no
relatives in Israel, but Valeria has a
brother living in Munster, IN.

Vsevolod lost his professional posi-
tion after his first visa application. He
was no longer able to get any other
work as a doctor, so he became a guard
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at the same hospital where he had for-
merly worked as a physician.

After the Bergers' emigration denial
in 1979, Vsevolod lost his position as a
guard. The reason given for refusal
was an “incompatible diploma.” He
was considered too highly qualified to
do unskilled work, but whenever he at-
tempted to obtain work in his own pro-
fession, he was told there was none in
his specialty.

Vsevolod is now working part time in
a sports clinic where he gives routine
medical examinations to young swim-
mers. Valeria works in an outpatient
department of a hospital.

We must let the Soviet Government
know that we will not tolerate these
human rights violations. There are
thousands of Soviet Jews who remain
in the Soviet Union, hoping and pray-
ing that their freedom day will come.
We must insist that the Soviet Union
permit religious freedom to be exer-
cised by its citizens and that emigra-
tion be granted to those desiring to
move to other countries.

FRANK BELLOTTI AND THE EN-
DURING VALUES OF THE
DEMOCRATIC PARTY

Mr. KENNEDY. Mr. President, I
would like to share with my colleagues
an inspiring recent address delivered
by one of Massachusetts’ all-time
great public servants, Attorney Gener-
al Francis X. Bellotti.

Attorney General Bellotti is leaving
office at the end of 1986 after 12 years
of outstanding public service. Speak-
ing at the Democratic State conven-
tion in Springfield last month, he ad-
dressed the past and future of the
Democratic Party. In bidding farewell
to the convention, he sounded an elo-
quent call for a return to the basic
values of the Democratic Party.
“What endures,” he said, “is the gen-
eral commitment to all of our people,
to their happiness and to their dignity.
The purity of this commitment is the
very heart of the Democratic Party."”

The address is filled with eloguent
thoughts from a man who himself has
demonstrated unwavering commit-
ment and unparalleled compassion in
all his years of public service. Massa-
chusetts has been generously blessed
by the vision and the service of Frank
Bellotti. We will miss him in the years
to come and in the battles that lie
ahead.

Mr. President, I ask unanimous con-
sent that the full text of Attorney
General Bellotti's address may be
printed in the RECORD.

There being no objection, the ad-
dress was ordered to be printed in the
RECORD, as follows:

14777

REMARKS OF ATTORNEY GENERAL Francis X.
BELLOTTI AT THE MASSACHUSETTS DEMO-
CRATIC STATE CONVENTION, SPRINGFIELD
Civic CENTER, FrRIDAY, MAY 16, 1986

It has been a long, hard road, with many
turns, that has brought me to this time and
place—to stand before you tonight with the
singular honor of representing the Demo-
cratic Party.

I speak to you as someone who has truly
grown up with the Democratic Party—not
just because I have been in Democratic
Party politics for three decades, but much
more important, because growing up poor, it
was my support, my source of opportunity,
my inspiration.

And as we begin this convention, I can feel
the same strength and vitality that made
the Democratic Party the powerful force for
social change that it was in those early, dif-
ficult years.

In the 20's and 30's, there were no pen-
sions, no medical benefits, no job benefits,
no child care, no elderly programs. We were
a generation that grew up in a depression,
trying to survive in a world where we always
seemed to be on the outside.

We did not turn on the radio at night and
hear editorials about the “quality of life”.
We did not open newspapers in the morning
and read feature stories about “lifestyles”.
In those “good old days”, we talked about,
thought about and planned for—survival.

My father was gassed in the First World
War and stayed in a Veteran's Hospital
until I was 16, when he died. My mother
supported our family on the unequal pay
that women earned—so I know what dis-
crimination is and I know that the ERA is
not a feminist issue—it is a survival issue—I
also know that I could not have lived—or
ever have become educated without what we
call social or democratic legislation.

The values we learned then were the
values of human dignity and personal sacri-
fice. We learned that government had to
protect the worker, the young, the elderly—
the people.

It was during this time that both institu-
tions and individuals had a natural alliance
with a strong central government, a govern-
ment that was perceived as necessary to co-
ordinate the economic and social programs
that could put our world back together
again.

It was a time when liberal values and lib-
eral assumptions went virtually unchal-
lenged.

And then it all changed. Our party and
our programs were so successful, our pre-
cepts so unassailable, that we did not see
the urgency of new problems on the hori-
zon. We had remembered all of the answers,
but we had forgotten the questions.

For a while, we stopped talking to all of
the people. We talked to narrow constituen-
cies and we addressed narrow problems, We
still cared, but it didn't show.

The warmth and humanity of personal
leadership, with all of its frailties, was sub-
merged, We developed a whole class of tech-
nocrats, managers and statisticians to give
us supporting data for our assumptions, to
help us fine tune our solutions. We formed
committees and blue ribbon commissions to
make our decisions.

And something very important was lost
along the way. Many of our political leaders
gave away their power to make the decisions
and lost their will to fight for the individ-
ual,

When political leaders stopped asking the
important questions and began hiring man-
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agers to give them the right answers, they
became farther and farther removed from
the human aspects of decision making. Man-
agers are not chosen for their strength of
character or the integrity of their personal
opinions. They are asked to put aside such
human elements and to rely upon “profes-
sionalism” and “expertise”.

When the manager tells the politician
that schools must be closed or factories shut
down, the human aspect of those decisions—
the price that must be paid by the children,
the workers and the families—is just an-
other variable in the equation—another in-
tellectual problem that must be addressed
in the managerial scheme and not the over-
riding consideration. And there is lost the
fundamental purpose of all government—to
take care of its people.

We, as Democratic leaders, have always
seen things differently. To us, Government
is not a business with a profit and loss
bottom line. To us, fiscal responsibility
means doing as economically as possible the
things that people need to have done but
cannot do themselves.

As far back as 1764, James Otis said: “The
end of government being the good of man-
kind points out its great duties: It is above
all things, to provide for the security, the
quiet, the happy enjoyment of life, liberty
and property * * *."”

That hasn't changed and never will.

Yes, we need technical experts in a com-
plex technological world—they play an im-
portant role. But clearly, the most impor-
tant force for change must come—has to
come—from the will, the drive, the spirit of
our great political leaders.

And that brings us to this precise moment
in time. Maybe, without even becoming
aware of it, we have begun to understand
this, we have begun to awaken,

In our State, particularly, we are in the
midst of a renaissance. These have become
good times—they will remain good times if
we only know what to do with them.

So 1 am especially proud and honored to
be able to address this convention—my
birthplace—and my party—at a time when
our commonwealth is stronger economically
and in almost every other way than any
State in the Nation. When, by virtue of the
quality of its democratic leaders, it has an
unparalleled opportunity to be a driving
force as the national Democratic Party
boldly challenges the future.

Our State and our party can be justifiably
proud of their ability to produce leaders of
national stature—throughout history and to
this very moment.

And as we go forward from here, it is not
individual issues that should consume our
thoughts—they must be addressed—but
they pass and new issues constantly appear.
What endures is the general commitment to
all of our people, to their happiness and to
their dignity. The purity of this commit-
ment is the very heart of the Democratic

Party.

It is here and in strong political leadership
that our hope for the future lies.

For only in a leadership vacuum would we
be seeing judges and courts asked to make
moral and political decisions—decisions they
are not equipped to make. A process that
makes people lose faith in their govern-
ment. Because any social change that does
not involve the people themselves in the po-
litical process is, at best, illusory and at
worst, unjust.

Today, for the first time in many years,
we in the Democratic Party are asking ques-
tions instead of just proposing answers. We
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are asking where we have been, where we
are and where we want to go.

I hope we have learned that political lead-
ership does not derive from a negotiated
agenda, nor from impersonal managerial
strategies, nor from articulating the per-
ceived public will.

The political leaders we seek to carry on
the tradition of the Democratic Party will
not be just managers, they will not be just
idealogues, they will not be just consensus
takers, they will not be just power brokers.

They will be the men and women who will
refuse to routinely sacrifice their judgment
to public opinion, who will not be afraid to
take political risks—including the risk of
losing political power. Because it is not
power that corrupts, it is the fear of losing
power.

Above all, our political leaders of the
future must be men and women who care
about people, who believe that they each
have a special kind of dignity. They must
believe in the enduring values of the Demo-
cratic Party, values that will outlast time
and temporal troubles, the values that have
made it the magnificent instrument of
social change that it is, the party of my
childhood—and of my future.

Leaders who will understand and accept
that ours is a party of turbulence and dis-
sent—of excitement and passion—the pow-
erful and driving force that has brought us
here tonight, that is our life—and our
future—that has given us the opportunity
to be anything in the world that we want to
be.
As you have taken me from defeat after
defeat and given me the opportunity for 12
wonderful years to do what I most wanted
in all this world.

In a short while, I will be leaving office—
but tonight I want you to know how grate-
ful I am to you and to the people of my
state. With all of the hard times, I would
not have missed it—or you, for the world.

There will, I am sure, be better attorneys
general than I, but there will never be one
who cares more about you than I do.

Thank you—for everything.

RECEPTION FOR AFGHAN RE-
SISTANCE ALLIANCE LEADER-
SHIP

Mr. DOLE. Mr. President, yesterday
Senator HuMmpHREY and I had the
honor of hosting a coffee reception in
my office for the top leadership of the
Afghan Resistance Alliance, the free-
dom fighters of Afghanistan, who are
visiting Washington and earlier met
with the President.

Our guests included Burhanuddin
Rabbani, the spokesman for the alli-
ance; Sebgatullah Mojadedi; Ahmad
Gailani; and Mohammed Nabi Mo-
hammedi.

MANY SENATORS EXPRESS SUPPORT

I am pleased that a large number of
Senators were able to come by to meet
these Afghan patriots and to express
to them the strong support they have
in the Senate and in the country for
their efforts to restore the independ-
ence of Afghanistan. Among the Sena-
tors who did come by were: Senators
ABDNOR, ARMSTRONG, BOSCHWITZ,
CHAFEE, CocHRAN, CoHEN, D’AmMATO,
DoMEeNICI, DURENBERGER, EasT, HAwW-
KINS, HEecHT, LaAxALT, MATTINGLY,
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PRESSLER, QUAYLE, RUDMAN, SIMPSON,
StaFForD, and WaLLop. If I've missed
anyone, and we had such a large
number, I may have, my apologies.

But the message of that large turn-
out was clear—the Senate supports the
struggle of the Afghan freedom fight-
ers and is prepared to lend all appro-
priate assistance to help them defend
themselves and their country from
Soviet aggression.

TRAGEDY OF AFGHANISTAN CONTINUES

As we are all aware, the bloodshed
continues unabated in Afghanistan
today. Millions have been killed,
wounded, exiled, and uprooted in the
Soviet Union's attempt to subjugate
an entire nation. The United Nations’
latest report on human rights in Af-
ghanistan documents in detail the sys-
tematic brutality which characterized
the conflict in 1985. More and more,
the word “‘genocide’ seems to apply to
this appalling tragedy.

Despite the overwhelming odds
facing the Afghan people, they have
withstood this Soviet onslaught with
courage, dedication, and a dignity
which is evident in each member of
the delegation we hosted yesterday.
The Afghans want only to be left
alone to live their traditional lives.
But they need our help in this effort.
Only with the full support of the
United States can Afghanistan again
rejoin the community of free nations.

MOBILIZING SUPPORT

This support must be mobilized in
every area and every forum. The Presi-
dent said this week that “the diversity
of the alliance—its roots in the faith
and traditions of Afghanistan—shows
that the alliance is the true represent-
ative of the Afghan people.” A resolu-
tion drafted by Senator HUMPHREY,
which I cosponsored and which was
passed 98-0 earlier this week, sends a
similar message of support.

The resolution also indicates our ap-
proval and encouragement of a process
which can only help the Afghan cause,
that is, the growing unity between re-
sistance leaders and their forces in the
field. Once a disparate group of com-
manders and political notables whose
only common goal was the ouster of
Soviet forces from Afghanistan, the
resistance is now much more unified in
its approach to the war. This stems
from a realization that fierce fighting
is not the only tool available in the
war against the Soviets.

On the contrary, world public opin-
ion can be just as effective in pressur-
ing the Kremlin to end its senseless
devastation of Afghanistan. The reso-
lution and the other expressions of
support the Afghan leaders received
this week are elements in that cam-
paign of pressure.

As the Afghan leaders depart our
country, I hope they will take with
them some encouragement from the
welcome they have received and from
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the pledge of President Reagan to
them as they departed the White
House: “your goal is our goal: the free-
dom of Afghanistan. We will not let
you down."”
SENATOR HUMPHREY'S KEY ROLE

In conclusion, Mr. President, let me
say one brief word about Senator
HumpHREY. He has been the heart and
soul of the Senate effort to support
these deserving freedom fighters.
Without his leadership, we would not
be providing the kind of effective sup-
port which the Congress has mandat-
ed in recent years. It was obvious that
the resistance alliance leadership was
aware of and deeply appreciative of
Senator HUMPHREY's pivotal role on
this issue, and I want to acknowledge
it, too. He has my admiration, and the
respect of all Americans, for his re-
markable leadership on this matter.

CONCLUSION OF MORNING
BUSINESS

The PRESIDING OFFICER. Morn-
ing business is closed.

TAX REFORM ACT OF 1986

The PRESIDING OFFICER. The
clerk will state the unfinished busi-
ness.

The assistant legislative clerk read
as follows:

A bill (H.R. 3838) to reform the Internal
Revenue laws of the United States.

The Senate resumed consideration
of the bill.

Mr. ROTH. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The bill clerk proceeded to call the
roll.
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Mr. ROTH. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

AMENDMENT NO. 2139
(Purpose: To retain the credit for alcohol
used as a fuel and to advance the effective
date of the taxation of certain foreign
governments conducting commercial activ-
ity)

Mr. ROTH. Mr. President, I send an
amendment to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Delaware [Mr. RoTH]
proposes an amendment numbered 2139.

Mr. ROTH. Mr. President, I ask
unanimous consent that we dispense
with reading of the amendment.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:
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On page 1725, beginning with line 4, strike
out all through page 1727, line 8.

On page 1903, lines 5 and 6, strike "“De-
cember 31, 1986" and insert “November 1,
1986".

Mr. ROTH. Mr. President, I will
keep my remarks brief as I do not be-
lieve the amendment is controversial.
The purpose of the amendment I am
offering is to continue the current
practice of encouraging the use of al-
cohols or ethanol that are made from
farm grains as an additive in the pro-
duction of fuels. Under current law,
producers of fuel with at least 13 per-
cent ethanol can either take a 6-cents-
per-gallon exemption from the Feder-
al excise tax on gasoline or an income
tax credit of 60 cents per gallon of eth-
anol. Producers of fuels with less than
10 percent ethanol can only use the
income tax credit.

The Senate bill inadvertently, I be-
lieve, repealed the tax credit while
continuing the excise tax exemption.
The Roth amendment would resolve
the full alcohol provision to current
law, which provides both the excise
tax exemption and the tax credit,
which would continue until December
31, 1992, at which time both would
expire.

Mr. President, this amendment is
negligible in cost. It would cost less
than $5 million. However, to make the
amendment revenue neutral, we pro-
pose to move up the effective date of a
new provision in the Senate bill to tax
the investment income of foreign gov-
ernments and organizations. Under
current law, income from investments
is exempt from tax insofar as foreign
governments and organizations are
concerned. However, private foreign
corporations are taxed on their invest-
ment income. The foreign government
exemption exists even if the govern-
ment controls a U.S. corporation and
receives income from it.

Mr. President, the Senate bill essen-
tially removes the exemption for inter-
est and dividends where the foreign
government controls the U.S. corpora-
tion. The effective date is January 1,
1987, and my amendment would move
the effective date to November 1, 1986.

Mr. President, let me reemphasize
that this is an agriculture program
providing both essential and major
new markets for surplus U.S. feed-
grains. It cuts storage costs for surplus
grains as it disposes of the growing
and unprecedented buildup of surplus
stocks that were depressing commodi-
ty prices.

The ethanol industry disposed of 250
million bushels of grain last year, and
demand could soon exceed exports to
Eastern and Western Europe as well as
the Soviet Union. In addition, I think
it is important to point out it has sub-
stantial value as a replacement for
lead, benzene, and other gasoline addi-
tives that are environmentally threat-
ening. Mr. President, everybody wins
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with this amendment: the consumer,
the farmer, and the administration. I
hope that the managers of the bill will
accept this amendment.

I yield the floor.

Mr. SYMMS. Mr. President, this
amendment retains current law for
the blender fuel credit. At a time of
severe crisis in the agricultural com-
munity, we should be helping to sup-
port ideas that find alternative use for
agricultural products.

Currently, the credit allows a choice
between 6 cents per gallon of a blend-
ed gasoline that contains 10 percent
ethanol or 60 cents per gallon of etha-
nol. This choice is important. Under
the Senate bill the 60-cent blender
credit is eliminated. Elimination of the
blender credit leaves no choice except
to blend 10-percent ethanol with gaso-
line. There are other ways to blend
ethanol at less than 10 percent but the
credit would be denied under the
Senate bill.

The Simplot Co., an Idaho agricul-
tural products producer, has built two
plants for the production of ethanol
relying on the current law which pro-
vides the blender credit through 1992,
Repeal 6 years early is unfair to com-
panies that made investments in good
faith based on current law.

The 1981 tax bill that created the
credit produced the desired effect. Op-
erations that were set up to take ad-
vantage of the credit supply the
Nation with an alternative energy
source and are helping alleviate the
surplus of grain on the market. The
Simplot Co. has established two plants
to produce ethanol. The current aver-
age capacity is 6 million gallons of eth-
anol per year per plant.

The Simplot Co. has made substan-
tial investments in research and is cur-
rently experimenting with waxy
barley. The credit is responsible for
this kind of product development—the
development is necessary for our agri-
cultural community to compete with
foreign producers.

Our amendment addresses this prob-
lem and keeps faith with American
producers. Again, I urge the adoption
of the amendment.

Mr. PACKWOOD addressed the
Chair.

The PRESIDING OFFICER. The
Senator from Oregon.

Mr. PACKWOOD. Mr. President,
this was a matter that the Senator
from Delaware very generously with-
held offering in the committee when
we were doing the markup. It is a
matter of relatively slight expense and
I think with merit, and he has paid for
it. The amendment is acceptable.

The PRESIDING OFFICER. Is
there any further debate? If there is
no further debate, the question is on
agreeing to the amendment.

The amendment (No.
agreed to.

2139) was
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Mr. ROTH. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. PACKWOOD. I move to lay
that motion on the table.

The motion to lay on the table was
agreed to.

Mr. ROTH. I thank the distin-
guished chairman of the committee
for his cooperation.

Mr. PACKEWOOD. The Senator is
happy to do it.

Mr. President, I suggest the absence
of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.
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Mr. DOLE. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

AMENDMENT NO. 2140
(Purpose: To allow a deduction for expenses
necessary to enable a handicapped individ-
ual to work, and for other purposes)

Mr. DOLE. Mr. President, on behalf
of myself, the distinguished Senator
from Louisiana, Senator LonNg, Senator
DURENBERGER, Senator METZENBAUM,
and Senator CHAFEE, I send an amend-
ment to the desk and ask for its imme-
diate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Kansas [Mr. DoLg], for
himself, Mr. Lonc, Mr. METZENBAUM, Mr.
DURENBERGER, and Mr. CHAFEE, proposes an
amendment numbered 2140.

Mr. DOLE. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment reads as follows:

On page 1411, line 14, strike “and".

On page 1411, line 15, strike the period
and insert ', and"".

On page 1411, between lines 15 and 16,
insert:

“(4) any deduction for any impairment-re-
lated work expenses.

On page 1412, line 12, strike the end quo-
tation marks.

On page 1412, between lines 10 and 11,
insert:

“(e) IMPAIRMENT-RELATED WoORK Ex-
PENSES.—For purposes of this section, the
term ‘impairment-related work expenses’
means expenses—

“(1) of a handicapped individual (as de-
fined in section 190(a)(3)) for attendant care
services at the individual's place of employ-
ment and other expenses in connection with
such place of employment which are neces-
sary for such individual to be able to work,
and

“(2) with respect to which a deduction is
allowable under section 162 (determined
without regard to this section).”

On page 2610, between lines 17 and 18,
add the following new paragraph:
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(4) Section 7702(e)X2) is amended—

(A) by striking out “and” at the end of
subparagraph (A),

(B) by striking out the period at the end
of subparagraph (B), and inserting in lieu
thereof a comma and “and”, and

(C) by adding at the end thereof the fol-
lowing new subparagraph:

“(C) for purposes of the cash value accu-
mulation test, the death benefit increases
may be taken into account if the contract—

“(i) has an initial death benefit of $5,000
or less,

“(ii) provides for a fixed predetermined
annual increase not to exceed 10 percent of
the initial death benefit or 8 percent of the
death benefit at the end of the preceding
year, and

“(iii) was purchased to cover payment of

burial expenses or in connection with prear-
ranged funeral expenses.
For purposes of subparagraph (C), the ini-
tial death benefit of a contract shall be de-
termined by treating all contracts issued to
the same contract owner as 1 contract.”

On page 1923, after line 21, insert:

SEC. 1003. DENIAL OF DEDUCTION FOR INTEREST
ON LOANS FROM CERTAIN LIFE IN-
SURANCE CONTRACTS.

(a) INn GENERAL.—Section 264(a) (relating
to disallowance of deduction for certain
amounts paid in connection with insurance
contracts) is amended by adding after para-
graph (3) the following new paragraph:

“(4) Any interest paid or accrued on any
indebtedness with respect to 1 or more life
insurance policies owned by the taxpayer
covering the life of any individual who is—

““(A) an officer or employee of, or

“(B) any person financially interested in,
any trade or business carried on by the tax-
payer to the extent that the aggregate
amount of such indebtedness exceeds
$50,000."

(b) CONFORMING AMENDMENT.—Section
264(a) is amended by adding at the end
thereof the following new sentence: “Para-
graph (4) shall apply with respect to con-
tracts purchased after June 20, 1986."”

(c) ErrFecTiVE DATE.—The amendments
made by this section shall apply to con-
tracts purchased after June 20, 1986, in tax-
able years ending after such date.

Mr. DOLE. Mr. President, let me
just summarize this amendment, be-
cause I think it is one that will not be
objected to. It is revenue neutral.
There is a $100 million revenue loss
over 5 years associated with the first
two parts of the amendment, and a
$100 million gain from the last part.

My part of the amendment—and
Senator LonG can explain his part—re-
stores the employee business expense
itemized deduction for additional busi-
ness expenses incurred at the work-
place by severely handicapped individ-
uals.

Let me indicate that this matter
came to my attention when I received
a letter from a severely handicapped
lawyer, a quadraplegic who cannot do
anything at work without an attend-
ant, and the deductions for those ex-
penses were going to be disallowed.

So we have been working with the
chairman, with Senator Lowng, and
with others. I do not know of any
problem with the amendment. But let
me just simply explain it.
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It does restore a small part of the
itemized deduction for employee busi-
ness expenses. It will allow a severely
handicapped employee to deduct the
cost of attendant care services and
other expenses which are necessary to
enable the employee to work at his or
her workplace.

I believe the Finance Committee’'s
repeal of most employee business ex-
pense deductions can be justified. The
itemized deduction requires substan-
tial recordkeeping for what are often
relatively small expenditures. Taxpay-
ers frequently make errors of law in
determining what types of expendi-
tures are properly allowable as em-
ployee business deductions and these
errors result in substantial problems
for the IRS.

In most cases, if these small expendi-
tures are really justifiable as business
expenses, the employer will recognize
that fact and pay for them. The em-
ployer, of course, would then take a
business deduction.

However, we failed to take into ac-
count the major expenses for severely
handicapped individuals who are will-
ing and able to work if they can obtain
special assistance. Often these ex-
penses are so large, such as the cost of
attendant care, for example, that,
absent the deduction, a handicapped
individual might be unable to afford to
take a job that otherwise would be
possible.

Of course, an employer might be
willing to adjust the employee’s com-
pensation and pay for the additional
costs himself and then deduct these
costs, but many employees may be re-
luctant to do so since it might be sim-
pler to hire someone else.

This matter, as I have indicated, was
called to my attention—it had not oe-
curred to me—when I received a letter
from a very outstanding lawyer, Vivian
Berzinski, who is a lawyer here in
town. I will not read the whole letter,
but just an excerpt can describe the
situation better than I can.

DEAR SENATOR DorE: The tax reform plan
approved by the Senate Finance Committee
would repeal the deduction for miscellane-
ous itemized deductions, including employee
business expenses. This would have a devas-
tating and, I am sure, unintended impact on
many handicapped persons, including me,
who are presently engaged in gainful ca-
reers.

In order to pursue their careers, handi-
capped persons must often incur extraordi-
nary expenses for human services and/or
special eguipment. For example, blind
people may employ readers to assist them.
Deaf people may employ interpreters.
People with various types of paralysis or
other physical impairment may use comput-

ers or other expensive equipment to help
them do their jobs. These expenses are inte-
grally related to the taxable salaries earned
by a handicapped individual.

Because I am not familiar with specific fi-
nancial information on anyone else, I will
use my situation as an example. I am a qua-
draplegic tax attorney who cannot function




June 20, 1986

without incurring extraordinary employ-
ment-related expenses—approximately
$20,000 annually. Most of this consists of
the salary of an assistant who stays with me
throughout my work day taking notes, writ-
ing papers I dictate, and turning pages in
books and documents, ete. (These employ-
ment expenses are wholly separate from the
extraordinary personal expenses I incur in
order to maintain my household which in-
cludes my three young children.)

In my opinion, legislation which would
tax my salary without allowing deduction of
the cost of an assistant would be unneces-
sarily unfair and harsh. Moreover, the bill
would create a great tax difference between
people similarly situated, because handi-
capped people who are self-employed could
apparently deduct these types of expenses
above the line.

Accordingly, I urge you to retain the item-
ized deduction for employment-related ex-
penses for physically or mentally handi-
capped individuals. This is at least as equita-
ble as the deductions for travel, transporta-
tion, and outside sales persons’ expenses
which would be permissible.

I recognize that this is a rather compre-
hensive tax package in which employee
business expenses are but a small part. Nev-
ertheless, I believe this is an important issue
because of the potential discouragement of
the efforts of handicapped persons to over-
come their difficulties.

Mr. President, I think this is a small
but very desirable change to the Fi-
nance Committee bill. If we are going
to allow any itemized deductions, it
seems to me that this should be very
high on the list.

The amendment also includes a
technical change in the Internal Reve-
nue Code’s definition of life insurance
contracts to allow certain small burial
policies to qualify as life insurance
contracts for tax purposes. Congress
decided to include a definition of life
insurance contracts in the Internal
Revenue Code to prevent taxpayers
from using life insurance contracts as
tax shelters rather than as protection
against the economic costs associated
with the death of the insured. I can
assure my colleagues that this change,
suggested by the distinguished Sena-
tor from Louisiana [Mr. LoNg], is en-
tirely consistent with that Congres-
sional intent.

The staff of the Joint Committee on
Taxation estimates that this amend-
ment would reduce revenues by $100
million over 5 years. To assure that
the provision will be revenue neutral,
the amendment also more nearly con-
forms the treatment of interest paid
on loans from life insurance policies
purchased by individuals and by busi-
nesses.

Under the committee bill, no inter-
est paid on loans on a life insurance
contract purchased by an individual
will be deductible after a 4-year phase-
out period. That is because interest
paid on these loans is treated as con-
sumer interest and that itemized de-
duction is phased out.

However, if an employer purchases a
life insurance policy for an employee
and then borrows on the cash value,
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the interest paid on the loan will be
deductible.

This amendment modifies the treat-
ment of interest paid on loans related
to life insurance contracts purchased
by businesses covering the lives of
their employees. It would limit the
employer’s interest deduction to inter-
est on life insurance related to loans
aggregating no more than $50,000 per
employee.

Unlike the rule for life insurance
policy loans taken out by individuals,
the interest paid deduction for these
loans will not be phased out, only
capped at $50,000 of indebtedness.
This will allow small businesses to use
loans on life insurance policies for
their employees as a source of short-
term capital when necessary. But it
will not allow these loans to be an un-
limited tax shelter as under present
law. Of course, businesses could
borrow more than $50,000 per em-
ployee if necessary. This amendment
only affects the amount of interest
paid that could be deducted.

I might add that, when a loan is
taken out on a life insurance policy, it
reduces the death benefit by the
amount of the borrowing. Therefore,
if the entire cash value of a policy is
borrowed, much of the death benefit
promised to an employee is illusory.
The employee is merely depending
upon the credit of his employer to the
extent of the indebtedness. I might
point out that, unlike most commer-
cial loans, there is no set repayment
period for these loans. The loan may
remain outstanding until the em-
ployee’s death many years in the
future. The employer never has any
obligation to repay the loan.

If we really care about encouraging
employers to provide death benefits to
employees, we should enact this rule
on its own merit.

Mr. President, I hope my colleagues
will agree that this is a meritorious im-
provement on the committee bill.

SUMMARY OF AMENDMENT

The following is a summary of the

amendment:

Restores employee business expense item-
ized deduction for additional business ex-
penses incurred at the workplace by severe-
ly handicapped individuals.

Allows certain small burial policies to
qualify as life insurance contracts for tax
purposes.

Limits an employer's interest paid deduc-
tion for interest on amounts the employer
borrows against life insurance policies the
employer has purchased on the lives of his
employees. The limit would be interest paid
on no more than $50,000 of indebtedness per
employee.

The amendment is revenue neutral. There
is a $100 million revenue loss over 5 years
associated with the first two parts of the
amendment and a $100 million gain from
last part.

It would seem to me that this is an
area that I think is totally justified.
The amendment has been cleared.
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I thank Vivian Berzinski for calling
this to my attention. I know through
her efforts not only would she benefit
but many other severely handicapped
persons would benefit.

I yield to the Senator from Louisi-
ana.

Mr. LONG. Mr. President, I appreci-
ate the distinguished majority leader
permitting me to piggyback on his
amendment to find a way to offset the
small revenue loss of the one I have to
offer. His had enough excess financing
in it to make it possible for mine to be
considered as part of his.

Mr. President, this has to do with
what we fear would have been an un-
intended error made in the 1984 act.

In the 1984 Tax Act, Congress went
to great lengths to distinguish be-
tween life insurance policies and pure
investment vehicles. It is possible how-
ever, that the 1984 act has the unin-
tended effect of disqualifying small
life insurance policies bought to pay
burial and funeral expenses.

What we are speaking of here are
policies that are generally sold to
people age 55 to 60 who are preparing
for retirement.

They want to insure that their sur-
viving spouse or their children will not
be saddled with the expense of provid-
ing them with a funeral and a final
resting place.

This provision will basically give
purchasers of the policies inflation
protection. If you buy a $3,000 policy
today, you know that whenever you
die you will have the same kind of
burial $3,000 would buy today.

To prevent use of these policies as
investment vehicles, this amendment
is limited to policies which may be
used to pay for burial and funeral ex-
penses, which have a face value of
$5,000 or less, and where there is a
limitation on the amount the policy
can grow.

Revenue loss is less than $10 million.
However, as packaged in the amend-
ment with Senator Dotrg, there is no
overall revenue loss from the entire
amendment.

The growth limitation on the policy
is no more than 10 percent of the face
value of the policy or no more than 8
percent of the accumulated value in
the previous year.

Mr. President, the Treasury is aware
of this amendment. So far, I am not
aware of an objection. If Treasury
should find some problem with it, we
would hope to take care of that prob-
lem in conference.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment of the Senator from Kansas.

The amendment (No. 2140)
agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

was
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Mr. LONG. Mr. President, I move to
lay that motion on the table.

The motion to lay on the table was
agreed to.

Mr. DOLE. Mr. President, I thank
the distinguished chairman, Senator
Packwoop, and staff, and Senator
LonG and others, who worked on this
amendment.

Mr. LONG. Mr. President, I also
thank Senator DorLe and the chair-
man, Mr. Packwoop, for the consider-
ation of this measure, and I also ex-
press my admiration for the way they
are handling this legislation.

Mr. DOLE. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER (Mr.
AnpReEWS). The clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. STEVENS. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

AMENDMENT NO. 2141
(Purpose: To exempt income from reindeer
held in trust from Federal taxation)

Mr. STEVENS. Mr. President, I send
an amendment to the desk.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:

The Senator from Alaska [Mr. STEVENS]
proposes an amendment numbered 2141.

Mr. STEVENS. Mr. President, I ask
unanimous consent that the reading of
the amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

On page 2454, on line 7, insert the follow-
ing new section:

SEC. 1709. AMENDMENT TO THE REINDEER INDUS-
TRY ACT OF 1937.

(a) TAx EXEMPTION FOR REINDEER-RELATED
IncomeE.—Before the period at the end of
the first sentence of section 8 of the Act of
September 1, 1937, insert the following: “:
Provided, That during the period of the
trust, income derived directly from the sale
of reindeer and reindeer products as provid-
ed in this Act shall be exempt from Federal
income taxation".

(b) ErrEcTIvE DaATE.—The amendment
made by this section shall take effect as if
originally included in the provision of the
Act of September 1, 1937, to which such
amendment relates.

On page 1903, between lines 6 and 7 add
the following:

“(d) Notwithstanding the above provisions
the amendments made by this section shall
apply to taxable years beginning after July
1, 1986.”

Mr. STEVENS. Mr. President, the
Reindeer Industry Act of 1937 codified
in volume 25 of the United States
Code, section 300, was enacted to re-
solve an economic conflict that existed
in our State and certain range disputes
that were involved in these conflicts
between Alaskan Natives and nonna-
tives that had arisen due to nonnative
involvement in the reindeer industry
prior to 1937.
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Congress intended to preserve at
that time the “native character” of
this industry and provided Alaskan
Natives a means of self support by re-
stricting reindeer ownership in Alaska
to Natives.

The act also provided certain Gov-
ernment aid and authorized appropria-
tions to purchase all reindeer and im-
provements at that time owned by
nonnatives.

The objectives of the act were ac-
complished by granting the Secretary
of Interior authority to transfer bene-
ficial ownership of all reindeer herds
to Natives in trust subject to numer-
ous restrictions including regulating
reindeer grazing, controlling round-
ups, handling, marking, and butcher-
ing of reindeer. The regulations are
now codified by the Code of Federal
Regulations found in section 4300.

Under the Reindeer Act, reindeer
that remain in trust are legally owned
by the Federal Government. It is be-
cause of the trust status and the in-
tendant restrictions that the Reindeer
Act was interpreted from its inception
as exempting from federal taxation
reindeer-related income. Both the De-
partment of Interior and the Internal
Revenue Service historically so inter-
preted the act.

Reindeer-related income from rein-
deer held in trust should be treated no
differently from income from Indian-
alloted lands acquired under the Gen-
eral Allotment Act of 1887, or those
lands that are held pursuant to the
Indian Recovery Act of 1934.

We felt that the Supreme Court had
implied this tax exemption based upon
its interpretation of the General Allot-
ment Act. And there were specific re-
strictions contained in the Code of
Federal Regulations that applied to
reindeer herders.

Because of a recent and we believe
erroneous interpretation of the policy
by the Seattle office of the Internal
Revenue Service this Native reindeer-
related income held in trust is now
considered subject to taxation. That
was brought about by a decision of the
Court of Appeals for the Ninth Circuit
that was decided on December 12,
1984.

I quote from that opinion which is
found in volume 749 of the second
volume of Federal Reports, on page
5617.

No clear expression of intent to exempt
appears in the Reindeer Act.

In that case, those representing the
Native reindeer herders, had argued
that the act as a whole indicated that
Congress intended this exemption.
The Court found that it could not
apply the exemption ‘“absent ex-
pressed exemptive language.”

The amendment I have offered now
provides that exemptive language, and
will carry out what we feel to be the
original intent of the law. This is, in
my judgment, a technical correction to
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this bill. It is couched as required by
the Court’s opinion in terms of an
amendment to the original 1937 act.
As long as these reindeer herds are in
trust and literally owned by the Feder-
al Government, we feel that the tax
should be exempt.

Let me explain a little about these
herds since some people ask questions
about this. There are 13 reindeer
herds on the Seward Peninsula in
Alaska, and there are five in other
areas. On Atka Island, Umnak Island,
Nunivak Island, Hagemeister Island,
and on St. Lawrence Island.

In 1985, the total number of rein-
deer butchered was 1,850, and the
gross sales from all herding operations
was $705,000. There is no real record
of the expenses involved. The ex-
penses involved the herders. There is
usually one head person, a herder, in-
volved in each one of these herds. It is
usually an individual or small corpora-
tion or as in the case in question a
father-son partnership who operate
the herd.

I might add parenthetically, Mr.
President, there are some herders now
who are operating privately with ani-
mals that have been purchased. They
are Native herders, but they are not
handling Eskimo reindeer that are
held in trust under the Reindeer Act.
They are operating privately, and this
amendment would not apply to them.
It applies to those that are herding
animals owned by the United States
that are held in trust for the Alaska
Natives. It is intended to apply to
those herders who are managing ‘re-
stricted property” as defined in Indian
law.

As I said, there was $705,000 in the
annual income in 1985 from 1,850 ani-
mals that were taken, and from the
meat and products that were sold.

I am informed that two herders had
sales of over $150,000. There were
three from $65,000 to $100,000, and
five from $20,000 to $35,000. The diffi-
culty is that we have been working
trying to figure out how to deal with
this from the point of view of income;
that is, revenue loss. This is the
matter I mentioned before, and the in-
dication from the committee was that
this was an amendment that would
lose $10 million, $5 million retroactive-
ly and $5 million prospectively over
the period of this bill.

I seriously question that estimate.
As I indicated, the gross sales were
$705,000 a year for all reindeer herded
by these people. We are talking about
a very few people. But it is a very
meaningful portion of the occupation
of the people who live in the great
northwest area of my State, primarily
Eskimo people and some Aleut people
on the islands. I think it is a meaning-
ful amendment.

In order to make it revenue neutral
for the purposes of this act, we pro-
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pose to amend the same section that
Senator RoTH amended previously and
move that effective date back to July
1, 1986 which I am informed will pro-
vide revenue in excess of $10 million.

I think it is a de minimis kind of rev-
enue loss if it was actually totally ex-
amined. It is brought upon us now,
frankly, because this is the first tax
bill to deal with income taxes that we
have had since the 1984 decision. It re-
quires an amendment according to the
Court’'s opinion in order to carry out
the original intent of Congress that so
long as these reindeer remain in trust,
herded, operated, and the herds con-
trolled by the individuals who are
acting in behalf of the United States
under this concept, their incomes
should be exempt from the total
amount of revenue dedicated to the
maintenance of the herd.
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I would be pleased to answer any
questions anyone might have concern-
ing the amendment.

Mr. BRADLEY addressed the Chair.

The PRESIDING OFFICER. The
Senator from New Jersey.

Mr. BRADLEY. Mr. President, I un-
derstand that the argument of the dis-
tinguished Senator is that the rein-
deer are held in trust and that the
Federal Government forced the native
people to incorporate. If they were not
incorporated, there would be no case.
So this is a case of why there should
be a tax. Is that basically the case?

Mr. STEVENS. That is basically the
case, yes. The basic reason for their
being subject to taxation is that the
original act of 1937 did not clearly ex-
press the intent of Congress that so
long as the reindeer were held in trust,
the income from the sale of reindeer
that are taken annually is not exempt
because of the failure to expressly
exempt them. This is an express ex-
emption required by the 1984 circuit
court of appeals decision.

The act restricts the ownership of
these reindeer either to the Federal
Government or the Alaskan Native
people. There are a few of these now
which are held privately by people
who are going into the business of
animal husbandry. This will only
apply to those which are in trust; the
court’s opinion, I believe, applied to
those which are in trust.

Mr. BRADLEY. I am struck by the
diversity of the country. Reindeer are
not native to New Jersey, but I can see
where this would be a real problem to
the Senator from Alaska, relating to
the citizens of his State, to the citizens
of this country.

Mr. President, I have no objection
other than to note that maybe this
amendment could have been more fa-
vorably received and we could have de-
bated it more fully if it were offered
nearer to Christmas.

(Laughter.)
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Mr. LONG. Mr. President, speaking
for this side of the aisle, I am not
aware of any objections on the minori-
ty side.

My information is that there is no
objection by the chairman of the com-
mittee. I believe there will be no objec-
tion to adopting the amendment.

Mr. STEVENS. If there be no objec-
tion, I move adoption of the amend-
ment.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendment (No., A 2141)
agreed to.

Mr. STEVENS. Mr. President, I
move to reconsider the vote by which
the amendment was agreed to.

Mr. LONG. Mr. President, I move to
lay that motion on the table.

The motion to lay on the table was
agreed to.

Mr, LONG. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

was
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Mr. BYRD. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. BYRD. Mr. President, what is
the business before the Senate?

The PRESIDING OFFICER. The
pending business is the tax reform bill.

Mr. BYRD. Is the Pastore rule still
in effect at this hour?

The PRESIDING OFFICER. The
Pastore rule will last until 1:15.

Mr. BYRD. I thank the Chair.

Mr. President, I ask unanimous con-
sent to speak out of order notwith-
standing the Pastore rule.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

BIRTHDAY OF THE 35TH STATE
IN THE UNION

Mr. BYRD. Mr. President, today—
June 20—marks the 123d anniversary
of West Virginia's admission to the
Union as the 35th State.

On June 20, 1863, America was in
the midst of a great Civil War—a torn,
riven, and mourning country. As the
nations of the world watched, brother
killed brother, and neighbor fought
neighbor. The issues that brought on
the War Between the States were not
simple. Differences of culture; differ-
ences of economy; differences of politi-
cal, moral, and religious philosophy;
and differences of constitutional inter-
pretation had split the 11 States of
the Confederacy from those of the
Federal Union. Even within most
States on both sides of the battle lines,
sincere men and women differed as to
how to end the war, how to settle the
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question of slavery, and how to draw
the demarcation between Federal and
State powers.

Perhaps no area was quite as divided
over the issues of that long-ago era as
were the counties of western Virginia.
Many western Virginians were slave-
holders. Many were staunch support-
ers of States’ rights. The vast majority
were proud to be called Virginians,
with all that that name meant in his-
tory and tradition. And since the early
days of the Republic, all had looked to
Richmond as their State capital.

But when Virginia was drawn into
seccession from the Union, a majority
in the western counties of the Old Do-
minion found that their attachment to
that Union was too compelling. West
Virginians had shared too much histo-
ry together under the Stars and
Stripes to allow themselves to be mus-
tered under the stars and bars.

Some historians have written that
the only two issues finally settled
without further question by the War
Between the States were, first, the
abolition of slavery, and second, the
foundation of the State of West Vir-
ginia. Neither of those questions, one
might note, was resolved without the
tragic spilling of fraternal blood and
the decisive intervention of President
Abraham Lincoln.

In the case of West Virginia, many
especially in the U.S. Senate were op-
posed to her admission to the Union as
a separate State. But President Lin-
coln, recognizing the great sacrifices
made by so many Union loyalists in
West Virginia, and heartened that his
faith in the Union was shared by such
a majority in that battle-weary region,
threw his influence behind statehood
for West Virginia. That influence car-
ried the day, and West Virginia took
her place beside her sister States and
added her own star to our National
flag.

West Virginia has not disappointed
President Lincoln’s faith in her.
Today, as in decades past, the people
of my State enjoy a proud heritage of
patriotic service in all of our Nation’s
wars, and can boast a rich culture,
ethos, and tradition all their own.

So, I wish for the people of West
Virginia the very happiest 123d birth-
day, and countless more birthdays in
generations to come.
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Mr. President, I will be happy to
yield the floor if any Senator has an
amendment.

Did I have any time remaining under
the leader’'s order this morning?

The PRESIDING OFFICER. The
Senator has 10 minutes reserved.

Mr. BYRD. I thank the Chair. If I
may then continue on another subject.
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PRESIDENT'S SPEECH ON ARMS
CONTROL

Mr. BYRD. Mr. President, the Presi-
dent spoke yesterday in Glassboro, NJ,
the site of the 1967 summit, about the
possible “moment of opportunity’ in
arms control relationship with Soviets.

He indicated the latest Soviet arms
control offer, while deficient in certain
ways, might be the long-awaited turn-
ing point in arms control negotiations.
He urged Soviet leader Gorbachev to
join him in “taking action for peace.”

If the President’s remarks indicate
his administration at long last may
have ended its internal disagreements
about arms control policy, then this is
a most welcomed development. Those
internal disagreements have not
served the President and they have
hampered America’s ability to negoti-
ate effectively with the Soviets.

The President could take a further
step to eliminate unnecessary compli-
cations burdening arms talks if he
alters the intentions certainly of some
who have spoken in the administra-
tion for the United States to violate
important SALT central numerical
sublimits later this year.

There is strong evidence that the
majority of the Senate would support
continued United States compliance
with SALT's central numerical sub-
limits on strategic launchers, because
abandonment of those limits would
give the Soviets the excuse likewise to
break out of those central numerical
sublimits.

Not only did 54 Senators urge the
President to continue compliance, but
yesterday the Senate Armed Services
Committee apparently also voted to
send such a recommendation to the
White House. The House of Repre-
sentatives made its feelings abundant-
1y clear yesterday.

Instead of working to overturn or
neutralize these actions, the adminis-
tration should heed the sentiments of
elected representatives of the Ameri-
can people, the majority of whom
have spoken, and adopt the policy
behind which Congress, the citizens,
and allies can unite.

That would be the way to establish
the strongest position for our negotia-
tions in talks with the Soviets on new
arms accords and on resolving United
States concerns about Soviet compli-
ance with existing agreements.

Mr. Gorbachev should also heed the
President’s words and quickly agree to
a summit date to permit adequate
planning. I hope the new Soviet offer
is an indication that the Soviet ap-
proach to arms control finally is shift-
ing from a primarily public relations
campaign to serious negotiations.

1 agree with the President that both
sides not just our side, but also the
other side, must aggressively seize this
moment of opportunity to advance the
cause of peace. I will be looking for
evidence from both our actions and
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Soviet actions that this is, in fact, oc-
curring.
Mr. President, I yield the floor.

——

THE TAX REFORM ACT

The Senate continued with consider-
ation of the bill.

Mr. ABDNOR. Mr. President, I rise
today to address a transitional rule in
the Tax Code which is of grave conse-
quence to the State of South Dakota.
Mr. President, air service is vital to
South Dakota. Air service is the link
between a-remote and sparsely-popu-
lated State like South Dakota and the
rest of the world.

I am sure I do not have to point out
to anyone in this body that South
Dakota is not exactly a high volume
route for air travel. We do not have
the population to justify extensive air
service. At the same time, South Dako-
tans should be afforded to some
extent the basic services provided for
all citizens. For years, the Federal
Government has taken great pains to
insure that all States have essential
air service.

For South Dakota, essential air serv-
ice means Mesaba Airlines. Mesaba
Airlines is our essential air carrier. As
a matter of fact, Mesaba is the only
airline serving our State capital of
Pierre, not to mention a host of other
small cities in South Dakota. Without
a transition rule to the investment tax
credit in H.R. 3838, it is highly likely
that Mesaba will go out of business
and the South Dakota cities of Pierre,
Huron, Brookings, and Mitchell will
lose their essential air service.

Let me explain the specifics of this
situation to my colleagues:

In January 1986, Mesaba Airlines
made a commitment to lease
$20,000,000 of new aircraft. These air-
craft were financed through operating
leases and all deliveries took place be-
tween March and the end of May 1986.
This commitment was made to better
serve the essential air service cities in
the region. These seven, new aircraft
offer the cities and passengers served
better service, greater capacity, and
more comfort.

As you can well understand, the eco-
nomics of this early 1986 transaction
will greatly change if the investment
tax credit involved here is repealed
retroactive to January 1, 1986. Mesa-
ba's annual lease payments for this
$20,000,000 transaction will increase
annually by at least $324,000 if Mesa-
ba’s lessors are to lose the investment
tax credit. This figure is approximate-
ly twice the average of Mesaba’s previ-
ous 2 years net income of $165,000 in
fiscal 1985 and $201,000 in fiscal 1986.

It has taken Mesaba 14 years of
dedicated airline service to finally be
in a position to lease mew aircraft.
This contract would not have been en-
tered into were the ITC unavailable,
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and even then, this transaction came
with great difficulty.

Mr. President, I believe the tax law
changes in this bill were never intend-
ed to disrupt critical public services.
Certainly, essential air service is criti-
cal to the public well-being. And
Mesaba has indicated that they will
strive to develop their markets so they
can continue to be able to serve small
and medium-sized communities after
the Essential Air Service Progrem ter-
minates in 1988.

Mr. President, the serious nature of
this problem for my State is readily
apparent. And I believe it is incumbent
upon this body to take the steps neces-
sary to preserve air service for the citi-
zens of this country, regardless of
their geographic location. I would
hope the distinguished chairman of
the Finance Committee and the
Senate will be willing to assist me in
preserving air service in South Dakota.

Not only is South Dakota affected
but surrounding States have a stake in
this issue as well. Mesaba serves more
cities in Minnesota than any other car-
rier. It serves cities in Iowa, Wisconsin,
and North Dakota. I would hope the
chairman keeps this in mind when the
conference committee addresses this
issue.

Mr. President, earlier in the discus-
sion of this bill, Senator DURENBERGER
and I prepared an amendment to be
offered relating to an airline company
which covers a number of States in
our territory. The amendment was co-
sponsored by the Senator in the Chair,
Senator ANDREWS, and Senator BoscH-
witz, and has a great deal of interest
for those who are directly involved
with this airline. It is a very, very seri-
ous situation back in all our States,
and particularly in South Dakota. You
have to understand that between the
borders of South Dakota we have little
or no airline service other than that
provided by Mesaba Airlines.

They provide airline service to the
capital of South Dakota, Pierre, and
interestingly enough, if you want to go
to Pierre by air, Mesaba is your only
alternative. The legislators of South
Dakota depend on it entirely to get
back and forth on weekends and be-
tween sessions.

Unfortunately, a situation has arisen
with regard to Mesaba Airlines which
could do terrible damage to the com-
pany. As a matter of fact, damage
enough to cause the airline to no
longer exist.

If they are not granted a transition
rule allowing investment tax credits
on the new airplanes they recently
leased, it could very well put them out
of business.

I feel sorry for the airline, but I feel
even more sorry for the people from
my good State who rely on Mesaba.
They do a fine job, and they are doing
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a wonderful service for South Dakota
and the other four States they serve.

I yield to my colleague from Minne-

sota.
Mr. DURENBERGER. Mr. Presi-
dent, I appreciate the efforts by our
colleague from South Dakota, Jim
ABDNOR, and by the occupant of the
Chair, to bring this matter to the at-
tention of our colleagues.

This is one of those small potential
tragedies that comes with writing a
very comprehensive kind of a tax bill.

I well recall the evening in the Fi-
nance Committee when we had to
make the decision about how far we
were going to broaden the base in
order to bring the rates to 27, 15, and
33 percent. The last decision, as I
recall, that we took that evening was
to change the effective date on the in-
vestment tax credit from a March date
which we had presumed I think it was
March 1 which had sort of been in the
chairman’s draft right along and
moved it back to January 1.

So, this little—it is not a little, in our
State it is a large, potential transpor-
tation tragedy occurred that night as
we made the decision to move the date
from March 1 to January 1.

This third level carrier which is one
of the best in the country I think, at
least one of the most stable third-level
carriers in the country, entered into a
$20-million lease agreement on Janu-
ary 20, 1986, for seven Fairchild air-
craft to be used to service small com-
munities in Minnesota, South Dakota,
Iowa, and North Dakota. The aircraft
involved seats 20 passengers. All the
aircraft have been received and are
now being used to provide service to
these areas.

The lease contract price was based
on the then available investment tax
credit and on ACRS. However, Mr.
President, the lease agreement con-
tains a tax indemnity clause which, as
a result of the retroactivity of the
elimination of the tax credit I spoke of
will increase the lease cost by $324,000
per year.

These costs, the $324,000 per year,
are double this company's total net
income in fiscal year 1985 which was
$165,000, and it is $123,000 more than
the company’s net income in 1986,
which was $201,000.
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So, Mr. President, by an unfortunate
flick of the pen we change the effec-
tive date for repeal of investment tax
credit and in the process we are in a
position of driving a small profitable
air carrier out of business and forcing
even greater hardship on rural com-
munities in our part of the country.

I know that the chairman of the Fi-
nance Committee has been chairman
of the Commerce Committee. And in
that capacity it is he who has helped
to bring us to the marketplace in air
transportation in this country. And if
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there is anyone in America who will be
sensitive to the needs of airline trans-
portation, and I think particularly to
the inadvertent consequences that this
tax bill might have on any third-level
carrier who serve the small rural com-
munities of this country, I expect it
would be the chairman of the Senate
Finance Committee.

So I would be very much interested
in hearing his reaction to our particu-
lar quandary here for this carrier.

Mr. PACKWOOD, Mr. President, I
am very, very aware of the problems
of the smaller airlines. When we went
through the deregulation, we knew
the larger airlines—200, 300, 400 pas-
senger planes—were not going to be
serving towns of 20,000, 30,000, or
40,000. In fairness, it was not efficient
to have 5 people boarding a plane that
holds 200 people. We knew to serve
those areas we were going to have to
have a whole new type of airline—
some call it commuter airlines, third
tier airlines—a plane that holds 20
people, 30 people. They can serve
those towns efficiently. They can
make money carrying 10, 15, 20 people.

And if we do not have those airlines,
there are going to be hundreds of
towns in this country that have no
service at all. Because the T747's and
the T07's are not going back to the
towns of 15,000, 20,000.

The issue is subject to conference
and you can be sure I will do every-
thing I can to help.

Mr. DURENBERGER. We have in
the bill some transition rules for 727’'s
and some other airplanes and for
other airlines.

Mr. PACKWOOD. We have a varie-
ty of transition rules for airlines, in
some cases, which placed an option to
buy in 1984 but were not going to take
delivery of the plane until 1986, 1988,
1990. But those are normally bigger
planes. The planes you are talking
about here are smaller planes. They
are ordered on a shorter notice. For a
plane that holds 30 people, you do not
order it in 1982 and not take it until
1988. You can get those quickly. So
theirs is a different situation.

But, fortunately, because we have
the issue of transition of airlines and
investment tax credits and deprecia-
tion in the bill, it is subject to confer-
ence.

(Mr. STEVENS assumed the chair.)

Mr. ANDREWS. Will my colleague
yield?

Mr. DURENBERGER. I am glad to
yield.

Mr. ANDREWS. I came down from
the chair, Mr. President, in order to
make one point that perhaps has been
overlooked. In the case of the Mesaba
Airlines, they are a local carrier that is
moving ahead because of deregulation,
the very deregulation that was sup-
ported by this body. I had some doubts
about it. In fact, I voted against it, but
it is the law of the land.
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Two cities in North Dakota, James-
town and Devils Lake, were formerly
served by major national airlines.
They are now served by Mesaba.

We are providing, out of the Trans-
portation Subcommittee, Mr. Presi-
dent, funding to help subsidize these
airlines get their beginning. The dis-
tinguished chairman of the Finance
Committee was then the chairman of
the Commerce Committee and helped
structure all of these agreements.

Mesaba has a unique pattern of
growth made necessary because of the
deregulation. There they are caught in
a unique problem. They are buying
these new aircraft because public at-
tention is being focused on the service
they give. The acceptability is coming
up and it would be tragic if we gave no
recognition to these unique problems
of this growing regional carrier that
has been brought about because of our
own legislation.

This is not the case of an airline
that has been going on for years and
years and years and has a backlog
piled up. They do not have a backlog.

So I appreciate the assurances of the
Senator, the chairman of the Finance
Committee, that he will seek to find a
way in the conference to take care of
this unique problem faced by Mesaba.

Mr. PACKWOOD. The problem was
unique, because when we passed air-
line deregulation in 1978, we put in
what we called essential air service
and we knew there were going to be
some towns that would lose the major
planes and there would have to be a
Government subsidy. And that is what
has continued for 10 years, going
through the end of 1988, exactly to
take care of the Mesabas and the
other airlines that came up that were
going to fill a void, a gap, that we
knew was going to happen.

Mr. ANDREWS. If the Mesabas
cannot take advantage of this tax,
shall we say, the encouragement that
they felt they had, then they are
going to have to apply for even more
from the Federal Government out of
the other pots. So it is a much more
important thing than most people re-
alize. It is not a matter of giving some
windfall to some airline. It is a very
unique case.

I appreciate the recognition the Sen-
ator has of it and appreciate his sup-
port.

Mr. BOSCHWITZ addressed the
Chair.

Mr. ABDNOR. Mr. President, just 1
second. I still have the floor, I believe.

The PRESIDING OFFICER. I be-
lieve the Senator from South Dakota
does have the floor.

(Mr. ANDREWS assumed the chair.)

Mr. ABDNOR. I would like to add to
the remarks of the Senator from
North Dakota. I remember when es-
sential airline service came into being.
I was in the House at the time and a
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member of the Subcommittee on Avia-
tion, which was then a part of Envi-
ronment and Public Works. As I recall,
I was the only one on the committee
opposing deregulation at that time. I
remember very well then Secretary
Coleman saying:

I want the good Congressman to know
that we had South Dakota in mind when we
did this very thing.

I was not quite that sold on it, but I
was at least somewhat assured that
South Dakota would be protected.

This company, I can say, because I
was riding its airplanes from the
outset, has come a long, long ways in
growth., And I hope my colleagues will
keep in mind what it means to the
people of South Dakota, North
Dakota, Iowa, Minnesota, and Wiscon-
sin.

If a transitional rule is not permit-
ted, it will put them out of business.
The misfortune for Mesaba would be
great, but not as great as it would be
for the States that rely on it and need
it. As a matter of fact, Mesaba's prof-
its, although they have been growing,
will not equal the loss they would be
taking under this situation if it is not
remedied.

Mesaba is working very closely with
Northwest Orient bringing people to
Northwest's hub so that they can
make a decent connection to anywhere
in the United States. The planes have
been upgraded. They are comfortable
now. They are pressurized. It would be
a calamity and a disaster to see this
company put out of business because
of some oversight on their part or on
ours. I thank the Chair.

Mr. BOSCHWITZ addressed the
Chair.

The PRESIDING OFFICER. The
Senator from Minnesota.

Mr. BOSCHWITZ. I just would like
to comment briefly on the colloguy. I
say to my friend, the chairman of the
Finance Committee, that the airline is
the very essence of the reform that he
was seeking when he was chairman of
the Commerce Committee. It is an air-
line that serves a number of communi-
ties—Devil’'s Lake in North Dakota;
Jamestown, ND; Brookings and
Huron—I recently used the Mesaba
when 1 went to Brookings—Huron,
Mitchell, Pierre; towns in Minnesota,
Vermillion, Grand Rapids, Brainard;
towns that have no other air service
and towns whose development will cer-
tainly be held back because they do
not have air service.

This is an airline, interestingly, that
has put it back together with North-
west. So that you can now go from
Thief River Falls in Minnesota, which
is up near the Canadian border, to
Brookings, S.D., and get a through
rate coming to Washington. Normally,
it used to cost more to go from Brook-
ings to Minnesota than it did from
Minnesota to San Francisco.
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Now they have worked out the gates.
Their gates are a matter of fact coordi-
nated with Northwest. So that they
are on Northwest’s ramp. It is just a
well-done thing. It is just what you
were seeking to do when the chairman
brought reform to the airlines of the
United States, which I think has
worked perhaps even beyond our ex-
pectations.

This is a good airline that has been
upgraded. That is very meaningful to
our area. And it is important that we
get this very small transition rule be-
cause the development of our entire
area is dependent on the infrastrue-
ture. This is really one of the key ele-
ments of the infrastructure of these
towns where no other form of air
transportation is found.

Among these towns, I used to, Mr.
President, have warehouse stores in
Devils Lake, Aberdeen, Huron, Mitch-
ell, Sioux Falls, Grand Rapids, Pierre,
Brainard, all of those towns that I
have personally had visits in, and have
been to just scores, perhaps hundreds,
of times. So I can tell the chairman
that the importance of this airline in
the development of the upper Middle
West cannot be exaggerated. His con-
sideration in conference would be
much appreciated.

Mr. PACKWOOD. As usual, my
friend from Minnesota makes a very
telling argument. I say once more it
was our intention when we passed air-
line deregulation almost a decade ago
now to assure these commuter airlines,
and although they have different
names around the country, they are
serving a vital need to every town of
5,000, or 25,000 in this country. I will
do everything I can to alleviate this
problem.

Mr. BOSCHWITZ.
chairman.

I yield the floor.

Mr. ABDNOR. Mr. President, I too
want to add my appreciation of the
chairman of the committee for the un-
derstanding. I am sure he has prob-
ably a better understanding of the sit-
uation than any of us. Ours is a bit pa-
rochial. He knows what it means na-
tionwide. It is self-assuring to know
that it will at least be considered for a
possible correction when it goes to
conference.

With that, I say thanks to the com-
mittee, and release our time.

Mr. PRESSLER. Mr. President, I am
pleased that the chairman of the Fi-
nance Committee has indicated his
willingness to assist us in working out
a transition rule for Mesaba Airlines
in conference committee. I thank him
in advance for his consideration. I was
prepared to speak as a cosponsor of an
amendment here to create such a rule,
but agree with my colleagues that this
issue would be best handled in confer-
ence.

I thank the
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As the essential air carrier serving
seven South Dakota communities, this
regional carrier provides a vital service
to my home State of South Dakota.
Mesaba stepped in after deregulation
of the airline industry resulted in a
loss of service to many of my State’s
communities. Since that time, Mesaba
has grown and improved its service to
these communities, including our
State capital, Pierre. In fact, it is now
the only way an individual can fly into
the State capital.

In January 1986, Mesaba made a
commitment to lease 20 million dol-
lars’ worth of new aircraft. These
seven airplanes mark yet another im-
provement in air service to communi-
ties in my State, many of which might
not otherwise have any air service. In
my discussions with the President of
Mesaba it has become clear that this
contract was entered into only because
the airline trusted in this body’s com-
mitment to develop tax reform legisla-
tion which did not implement provi-
sions retroactively.

I would remind my colleagues that
the Senate did indeed make such a
promise to this country’s taxpayers
when it passed Senate Resolution 281
on December 19, 1985. That resolution
expressed the sense of the Senate that
the effective dates included in any tax
legislation drafted by the Senate Fi-
nance Committee be January 1, 1987.

As all of us now know, the reality is
that many provisions in this bill are
applied retroactively. I oppose the ret-
roactive imposition of changes as pro-
posed by this legislation. I oppose
these changes because they violate the
trust the American people have placed
in their Government. Mesaba Airlines
is but one example of the violation of
this trust. For the sake of fairness,
this amendment should be adopted by
the Senate.

The problem with which Mesaba is
faced is the retroactive elimination of
the investment tax credit. Had the air-
line known the Senate would violate
its own resolution, it would not have
committed to lease these aircraft.
They could not have afforded the
transaction. If the investment tax
credit is not available, Mesaba's
annual lease payments would essen-
tially double.

This puts the cities, States, and pas-
sengers served by Mesaba, as well as
its 300 employees, in jeopardy. It
would mean that my State, which is
only just now beginning to get back on
its feet after the blow of deregulation,
will once again face the possibility of
cutbacks or elimination of air service.
This transition rule affects more than
one small airline. The outcome of the
Senate’s decision will have very real
implications for air travel in South
Dakota. If any of my colleagues have
recently flown commercially in South
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Dakota, they know I am not exagger-
ating this point.

Mr. President, this is a straightfor-
ward problem the correction of which
will cost very little in the context of
this legislation. However, if it is not
corrected, the costs will be great. I
urge our conferees to vigorously sup-
port the establishment of a transition
rule for Mesaba in conference commit-
tee deliberations and I again thank
the chairman for his consideration in

this matter.
Mr. DOMENICI addressed the
Chair.

The PRESIDING OFFICER. The
Senator from New Mexico.

Mr. DOMENICI. Mr. President,
while the distinguished chairman of
the Finance Committee and the chair-
man of the Subcommittee of Finance
on International Trade, Senator DAN-
FORTH, are on the floor I would like to
engage in a discussion with them re-
garding an amendment that I had in-
tended to offer to this tax bill.

Mr. President, I was going to offer
an amendment designed to help the
potash industry in New Mexico. The
amendment would have reactivated
the 1969 dumping case under which
the Canadians, French, and West Ger-
mans were found to be dumping. As a
condition of settlement, the Canadians
gave “assurances’ that they would not
sell in the future for less than fair
market value. In return the order was
revoked as it applied to them.

The amendment would have in-
structed the Commerce Department to
begin a review of all ‘“assurances”
given in the previous potash cases. If,
in the course of their review, they
found that Canadian producers have
been selling potash at less than the
fair market value, it would instruct
the Commerce Department to impose
dumping duties.

The problem with the old assurance
system is that once these assurances
were given, there seldom was any fol-
lowup. This was partially because Con-
gress changed the dumping law but
never addressed the issue of the old as-
surances. Therefore, there was no re-
quirement to make sure these foreign
companies were living up to their
agreement.

My amendment would have clarified
the status of the assurances given in
the 1969 potash case by specifically re-
invigorating them and required the
Commerce Department to impose
duties on dumped potash.

When I discussed the problem with
my good friend from Oregon and my
dear friend from Missouri, they were
responsive to the problem and were
very helpful in working out the solu-
tion.

It appears that because of our dis-
cussions with the Secretary of Com-
merce, the amendment will not be
needed. Secretary Baldrige has agreed
to a very decisive action plan which
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will actually accomplish more than
the proposed amendment. He has writ-
ten a letter to Chairman PAcKwoOD
stating that he will end appropriate
technical advisors to Carlsbad to meet
with the community leaders and in-
dustry officials and to help them pre-
pare the necessary petition. Additonal-
ly the Secretary has decided that this
case should treated as a priority and
that a preliminary determination
should be made within 100 days in-
stead of the usual 160.

This approach will accomplish the
objective of the amendment, but with-
out getting into the issue of the assur-
ances and without adding an extrane-
ous matter to the tax reform bill.

Mr. PACKWOOD addressed the
Chair.

The PRESIDING OFFICER (Mr.
HEeinz). The Senator from Oregon.

Mr. PACKWOOD. Senator DOMEN-
1c1 has talked to me on numerous oc-
casions about the problems the potash
industry is having. It was an issue that
the Senator brought to my attention
when the Finance Committee was con-
sidering whether to grant fast-track
treatment for a United States-Canada
Free Trade Agreement. I also under-
stand that the Senator has been work-
ing with the trade agreement negotia-
tors in an effort to get the issue ad-
dressed in the context of the bilateral
talks.

I can sympathize with the Senator
from New Mexico because he feels
about potash the way I feel about
timber. Since New Mexico produces
most United States potash, and since
Canadian market share has grown
every year since 1964, I can easily un-
derstand the importance of this issue.

I would like to send to the desk, and
have included at this point in the
REcoRD, a copy of the letter I received
from Secretary Baldrige outlining his
proposed action plan.

There being no objection, the letter
was ordered to be printed in the
RECORD, as follows:

SECRETARY OF COMMERCE,
Washington, DC, June 19, 1986.
Hon. Boe PACKWOOD,
Chairman, Commiltlee on Finance, U.S.
Senate, Washington, DC.

DeArR MR. CHAIRMAN: I understand that an
amendment may be offered to H.R. 3838,
the Tax Reform Act of 1986, related to the
treatment of imports of potash from
Canada under the antidumping duty laws
administered by the Department of Com-
merce. I have spoken with Senator Domen-
ici about this matter and believe that an
amendment is not necessary.

My staff has met on several occasions
with Senator Domenici's staff to attempt to
develop a solution to the underlying prob-
lem faced by the New Mexico potash indus-
try. As I understand it, there are allegations
that potash from Canada is being dumped
in this country. I have directed my staff to
work with the interested parties in New
Mexico to see if the legal prerequisites for a
dumping case are met and, if so, to provide
them with information and technical assist-
ance in developing a petition.
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Because of the urgency of this problem, I
have also asked my staff to direct additional
resources to this case if it is filed and initiat-
ed, in order that we may reach a prelimi-
nary dumping determination no later than
100 days after filing.

Sincerely,
MaLcoLM BALDRIGE,
Secretary of Commerce.

Mr. PACKWOOD. I want to thank
the Secretary and the Senator from
New Mexico for reaching an accommo-
dation that precluded the offering of
an amendment to the tax bill.

Mr. DOMENICI. I want to thank my
good friend, the chairman of the com-
mittee. I clearly prefer this arrange-
ment. I did not want to have a debate
on trade on this very, very superb tax
bill, but he has hit the nail on the
head. He understands the dilemma we
are in.

We now have a potash industry that
we think is viable and our market
share is going down. We now have evi-
dence in the last 6 or 7T months that
something very, very strange is going
on. They are selling potash in the
world market at much higher prices
than they are selling in the United
States markets without transportation
added to it. Also, their U.S. market
share is growing dramatically. Can-
ada’s share of very, very cheap potash
is just growing astronomically. We
have already developed that with the
assistance of the Bureau of Mines and
experts at the Department of Com-
merce. So all of that will give us a
head start in the process that the Sec-
retary has agreed to in the letter
which he sent to the chairman that I
discussed with him. That letter was
just now made a part of the RECORD,

I thank the chairman very much.

Mr. DANFORTH addressed the
Chair.

The PRESIDING OFFICER. The
Senator from Missouri.

Mr. DANFORTH. Mr. President, let
me say first that I cannot imagine
anyone being more aggressive and
single-minded in pursuing his constitu-
ents’ concerns than has been the Sena-
tor from New Mexico in the case of
potash. I cannot count the number of
times that the Senator from New
Mexico has discussed this problem
with me. If he has been aggressive in
discussing the matter with me, and I
am sure with Senator Packwoobp, he
has been even more aggressive in
bringing this to the attention of the
Secretary of Commerce. I know that
he has dealt with the Secretary of
Commerce at great length about this,
and it is through this very energetic
approach by Senator DomEenici that
the Secretary of Commerce has writ-
ten a letter to the chairman of the Fi-
nance Committee giving his assurance
that he will proceed with this matter
as expeditiously as possible once a
potash dumping case is filed.
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In my view, this is only fair. I mean,
this is not something that is taking
the Canadians off guard. The Canadi-
ans have been on notice at least since
1969 that we were going to be watch-
ing them in connection with dumping.

So I believe this expeditious han-
dling that has been gained through
the actions of Senator DoMmEeNICI is a
very appropriate and fair result.

It also is helpful of course to keep
trade amendments off the tax bill. So
it seems to me the Senator has exactly
accomplished the objectives that he
has, that his constituents have had,
and he has done so in a way that has
not gotten in the way of the forward
progress of the tax bill.

Mr. DOMENICI. I thank my friend
from Missouri.

Today, in some respects, might I say,
Mr. President, is the culmination of
several months of intensive interagen-
cy cooperation and work. I want to say
publicly that we frequently are critical
of our agencies of Government when
it comes to matters such as trade viola-
tions.
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In this case, the Bureau of Mines, a
U.S. Government agency, has impres-
sive commodity experts who know the
markets for almost every mineral on
Earth. Their potash experts were
always available to answer questions
about mineral deposits, transportation
costs, and the market in general.

I have found that they have as much
information as any group of citizens,
would need in this particular area.

Many citizens, companies, and commu-
nities spend hundreds of thousands of
dollars with lawyers and consultants
to get the information that is available
to them and to us by an agency as
expert as the Bureau of Mines.

We have found that they have saved

innumerable amounts of money,
hours, effort, by giving us this infor-
mation which led us to the conclusion
that we clearly had the beginnings of
a dumping case.

The Commerce Department—and I
want to thank them also—is frequent-
1y alleged to not care or to be too busy.
In this case, they provided valuable
help in both the legal department of
the ITA and through the Office of In-
vestigation, and Agreement Compli-
ance.

As a result of these discussions,
there is now a whole group of Govern-
ment officials committed to investigat-
ing and stopping the dumping of
potash and restoring fairness to the
potash marketplace.

The commitments made today
should be encouragement to the
people of my State, in particular those
in Carlsbad in the county of Eddy.

I would also like to thank Claud
Gingrich who has been working with
my staff on this problem. I cannot tell
you the number of hours he has do-
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nated to this case. He has been of in-
valuable help. He is a professional and
did not have to contribute his time,
but he did so gladly. Again, I appreci-
ate it.

I would like to reserve the right to
offer an amendment on the next Fi-
nance Committee vehicle or bill,
whether it is a technical corrections
bill or a trade bill, in the event further
action is necessary on this issue. I
would like to share that thought with
my chairman and get his reaction.

Mr. PACKWOOD. If it is necessary
to revisit this issue, I would be happy
to meet with you and talk with you.
We are going to have other tax bills
regarding trade and commerce.

Mr. DANFORTH. Let me say if it is
necessary, Mr. President, I will be
pleased to be of assistance to the dis-
tinguished Senator from New Mexico.

Mr. DOMENICI. I want to thank
both the chairman, the distinguished
Senator from Oregon, and Senator
DaANFoORTH, the distinguished chairman
of the subcommittee, and, obviously,
the Secretary of Commerce. I believe
he has done the right thing. I think
we have the evidence and clearly we
hope to get results.

Mr. BINGAMAN. Mr. President, I
thank my colleague from New Mexico,
Senator DomeNicr, for his leadership
in seeking assistance for the struggling
potash industry in New Mexico. I have
worked with him over the past 3 years
in this effort.

The industry is centered in Carlsbad,
NM, an area that has, too often in the
past 4 years, experienced the harsh
economic realities of a community de-
pendent on a depressed and declining
industry. Since 1982, employment in
potash has been slashed more than
one-third. To those of us from New
Mexico and familiar with the plight of
the potash industry, it is clear the in-
dustry is suffering increasing injury
from unfairly priced imports. There
have not only been lost sales, but the
effect of the unfairly priced imports
has been to reduce prices and cause se-
rious financial losses for the industry.

I understand that the Secretary of
Commerce has expressed a willingness
to assist us in seeking relief for the in-
dustry. He has agreed to give special
attention to the unique problems
facing the potash industry. Specifical-
ly, the Secretary will send a team of
officials to Carlsbad, NM, to assist the
local industry and community officials
in preparing an antidumping petition.
This petition will then be given expe-
dited consideration and the Secretary
has pledged additional resources in
order to complete the review as quick-
ly as possible. The Department has al-
ready developed the data that will be
used to evaluate the antidumping peti-
tion.

Senator DomeENICI and myself have
made it clear for sometime that we did
not feel the procedures used by the
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Department in evaluating the potash
case in the past were effective. I am
pleased that the Secretary has heard
our concerns and is prepared to take
special action to assist the industry.

I am also appreciative of Senator
DANFORTH'S role in this effort as chair-
man of the International Trade Sub-
committee of the Senate Finance
Committee. I thank him for his assist-
ance.

Mr. DOMENICI. I yield the floor.
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THE SENATOR FROM VERMONT SERVES NOTICE

Mr, STAFFORD. One other
thought, Mr. President. The Senator
from Vermont, I suppose, is naive,
even after going on 26 years in the
Congress—nearly 12 years in the
House and going on 15 years in the
U.S. Senate. I was naive enough last
night to believe that today there
would be four rollcall votes in the
Senate because it was stated by the
leadership that there would be. In con-
sequence, I was sufficiently naive to
cancel an important matter—impor-
tant to me—to be here today so that I
would not miss all those rollcall votes.

I understand now they may not
occur. I do have to say that it destroys
the credibility, in my opinion, of the
leadership if the leadership wants
people here on Friday, to schedule
rollcall votes, announce they will
occur, and then not have them.

It appears further to the Senator
from Vermont—and I can understand
this because it has been a very tiring
week for everybody—that there will
not be a rush of Senators who have
amendments listed in the agreement
last night to the floor today, and there
may not be a rush on Monday. There
may be a big rush on Tuesday.

The Senator from Vermont seldom
gets steamed up about anything the
way he feels today but the Senator
from Vermont very well may find him-
self objecting to a unanimous-consent
request to extend the hour past 4 next
Tuesday so that amendments that
might have been offered today or
Monday could be considered. I want
the membership of the Senate to be
on notice of that.

I yield the floor.

TAX REFORM BILL CREATES AN INJUSTICE FOR
BRITISH FIRMS DOING BUSINESS IN THE
TUNITED STATES
Mr. DIXON. Mr. President, it has

just come to my attention that there is

a provision buried in this tax bill

which effectively: first, discriminates

against British-owned groups of

United States companies; second, vio-

lates the United States-United King-

dom Income Tax Treaty; third, an-
tagonizes the British Government;
fourth, worsens the United States-for-
eign trade imbalance; and fifth, effec-
tively raises no additional United
States tax revenues. The provision I
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am referring to is known as the dual
resident provision, section 983 of the
Finance Committee’s tax reform bill.

For purposes of this provision, a
dual resident company is a United
States corporation which is: managed
and controlled in the United Kingdom.
Because of its dual residency status,
the company is taxable both by the
United States and the United King-
dom.

The discrimination resulting from
this provision is blatant. If enacted,
this provision would deny a United
States corporation, which happens to
be a dual resident, the right to file a
United States consolidated tax return
with its United States subsidiaries
merely because some of its expenses
are deductible by its British parent
company for British tax purposes. Or-
dinary TUnited States corporations
would be segregated and punished just
because they have British companies
as shareholders, while their competi-
tors in the business community would
remain unaffected since they have
United States parent companies.

It was to prevent just this type of
blatant discrimination that caused the
Senate to adopt an antidiscrimination
clause in the United States-United
Kingdom Income Tax Treaty ratified
in 1980. This nondiscrimination clause
prevents the United States from im-
posing any additional tax require-
ments on United States companies op-
erating in the United States and
owned by United Kingdom persons
that are more burdensome than the
tax requirements imposed on similar
United States companies owned by
United States persons.

The uneven treatment of British-
owned United States companies by
this proposal violates our internation-
al tax treaty with one of our nearest
and dearest allies. The United States
Treasury Department has even told
me that in their opinion the provision
violated the United States-United
Kingdom Tax Treaty.

In the face of the discriminatory
treatment and violation of the United
States-United Kingdom Income Tax
Treaty, the only question would be to
what extent would the British retali-
ate. There is no question that they
would retaliate—what choice would
they have?

It is widely believed that if this pro-
vision where enacted in the United
States, Britain would enact a mirror
provision directed at United States
companies investing in the United
Kingdom through dual residents.
Then where would we be?

Additionally, with the current state
of affairs with respect to the United
States-foreign trade imbalance, there
is some concern that this proposal
would increase the pressure on Brit-
ish-owned United States companies to
repatriate some of their profits to the
United Kingdom, and thus, deepen the
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current trade deficit. Forced to make
the choice of deducting expenses in
the United Kingdom or in the United
States, most dual resident companies—
whether British or United States
owned—would probably deduct such
expenss in the United States. This
would occur even in light of the bill's
proposed corporate tax rate reduction
to 33 percent. The reason is that the
effective tax rate for these companies
is higher in the United States than in
the United Kingdom when United
States Federal, State, and local taxes
are taken into account together with
certain available United Kingdom tax
benefits.

Deducting the expenses in the
United States would translate into
higher British taxable income, higher
British income taxes in the form of re-
patriation of profits. The greater the
pressure, the lower the amount some
U.S. companies will have to reinvest in
the United States for capital improve-
ments, market expansion, and human
resources development.

Given all of the negative aspects of
this proposal, it is disturbing to discov-
er that for all practical purposes, this
proposal might not result in any ap-
preciable increase in United States tax
revenues if the British retaliate, as I
believe they would. If retaliation does
occur, the outcome would be higher
tax revenues for the British Govern-
ment, and at best, breakeven for
United States tax revenues.

For 50 years the United States has
led the fight to eliminate discrimina-
tion in international taxation through
the tax treaty mechanism. Because
this dual resident provision blatantly
discriminates against British-owned
United States corporations, it under-
mines a generation of progress by the
United States in convincing other
countries not to discriminate against
other corporations. I urge the commit-
tee, therefore, to reconsider this issue
at the forthcoming House-Senate con-
ference, and to delete the dual resi-
dent provision, section 983, from the
conference bill.

Mr. GORE. I want to join with my
distinguished colleague, the  senior
Senator from Illinois and voice my
concern that the effect of this provi-
sion will be to treat unfairly several
Tennessee companies which are dual
resident corporations.

These companies have significant in-
vestments in my State and provide
jobs to thousands of Tennesseans and
they should not be subjected to unfair
discrimination under this provision. I
would hope that the conference com-
mittee would carefully examine the
operation of this provision and work
to eliminate unfair tax treatment of
corporations whose investments pro-
vide so many jobs to our citizens.

DUAL RESIDENT PROVISION

Mr. MATTINGLY. Mr. President, I

would like to comment very briefly on
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section 983, the so-called dual resident
provision of the tax proposal now
before the Senate. I have been con-
tacted by a number of Georgia compa-
nies which are concerned about the
potentially harmful effect section 983
would have on more than 1,600 Geor-
gians employed by these firms.

The potential impact would, howev-
er, not be limited to workers in Geor-
gia, but could similarly impact certain
employees in almost every State in the
Union.

The businesses affected by this pro-
vision are called dual resident compa-
nies. That term is used to describe
firms that are located in the United
States and employ our constituents
but are managed or controlled
through a corporate structure that is

headquartered overseas—typically,
Great Britain or Australia.
Currently, these companies are

taxed on their worldwide income by
the United States and by the overseas
country. The law allows for certain re-
ciprocal tax benefits. Section 983 in
the committee proposal would make
the tax treatment of these companies
depend in some degree on how the
parent company was treated under
British law.

Mr. President, the House bill does
not contain a similar provision and
therefore, the matter will be before
the conference committee. I can un-
derstand the committee’s concern over
this matter but I would like to note
that the Treasury Department appar-
ently has expressed some reservations
about the impact of the proposed
change on the existing United States-
United Kingdom income tax treaty. In
addition, I am advised that there
exists the possibility of retaliation by
the United Kingdom with all the un-
certainty that such potential difficul-
ties can create.

Therefore, Mr. President, I urge all
my colleagues who will be members of
that conference committee to careful-
ly review the impact of this provision
and give full and thorough consider-
ation to its effect on our taxpaying
constituents whose jobs could be af-
fected by the decisions made in confer-
ence.

Mr. BUMPERS addressed the Chair.

The PRESIDING OFFICER. The
Senator from Arkansas is recognized.

AMENDMENT NO. 2143

(Purpose: To reward taxpayers who volun-
tarily pay taxes and to assist the elderly
pay their medical bills)

Mr. BUMPERS. I send an amend-
ment to the desk, Mr. President.

The PRESIDING OFFICER. The
amendment will be stated.

The assistant legislative clerk read
as follows:

The Senator from Arkansas [(Mr. Bume-
Ers] for himself, Mr. MeTzZENBAUM, and Mr.
MATTINGLY, proposes an amendment num-
bered 2143.
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Mr. BUMPERS. Mr. President, I ask
that the further reading be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

On page 1659, beginning with line 21,
strike out all through page 1661, line 2, and
insert in lieu thereof the following:

SEec. 559. LIMITATION ON NET OPERATING LOSS
CARRYBACKS.

(a) IN GENERAL.—Section 172 (relating to
net operating loss deduction) is amended by
redesignating subsection (1) as subsection
(m) and by inserting after subsection (k) the
following new subsection:

“(1) LimiTatioN oN NET OPERATING Loss
CarrYBACKS.—for purposes of this section,
with respect to any corporation, any net op-
erating loss carryback shall reduce such cor-
poration’s income tax liability with respect
to any carryback year only to the extent
such carryback does not exceed an amount
equal to the product of—

“(1) the amount of such carryback, and

“¢2) the highest rate of tax prescribed
under section 11 in the taxable year to
which the net operating loss giving rise to
such carryback arose.

(b) ErrFecTIVE DATE.—The amendment
made by this section shall apply to net oper-
ating losses for taxable years beginning
after December 31, 1986.

At the appropriate place add: the follow-
ing:

The Secretary of Treasury is authorized
to issue regulations that reduce the floor for
itemizing medical deductions to the extent
that such regulations will not reduce reve-
nues more than the revenue raised by this
amendment as determined by the Joint
Committee on Taxation.

Mr. BUMPERS. Mr. President, this
amendment deals with a particular
provision in the tax bill that we are
debating here. It is my belief that,
until a day or two ago, there were not
10 Senators who knew this provision
was in the bill. I have talked with
members of the Finance Committee
who did not realize this provision was
in the bill. It is what we normally call
tax amnesty. That is, this amnesty
grants immunity from prosecution to
all people who have been evading
taxes but who will come in and confess
that they have been evading taxes. It
does not relieve them of civil penalties;
it only relieves them of Federal crimi-
nal prosecution.

I want to say first, Mr. President,
that it has always been my belief that
one of the compelling reasons people
pay taxes is that they do not want to
be prosecuted.

Second, they do not want the public
ridicule and humiliation of being in-
dicted and going through a publicized
trial.

While compliance with the tax laws
in this country has been steadily de-
clining, if you will look, you will also
find that compliance has declined on
almost an exact curve with the
amount of money we have continued
to cut from the IRS budget so that
what used to be a 3-percent tax audit
rate is now a 1.3-percent audit rate.
That is, only 1.3 percent of the tax re-
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turns are even looked at in detail by
the IRS.

I want you to listen to the specific
language in the bill. It seems to me
that even if I favored the general con-
cept of tax amnesty, I would have to
strenuously object to this language.
Here is the language:

In the case of any violation of any tax law
for any taxable period, the taxpayer shall
not be liable for any Federal criminal penal-
ty relating to tax administration under sec-
tion 6103(b)4) of the Internal Revenue
Code of 1954 with respect to such violation,
if full disclosure of such violation is made to
the Secretary of the Treasury or his desig-
nee before notice of an inquiry or investiga-
tion into the taxpayer's tax affairs is given
to the taxpayer by the Internal Revenue
Service.

In other words, Mr. President, if you
have been cheating on your taxes for
the past 10 years or if you have not
even filed a tax form in the last 10
years, you can go down to the IRS and
go through your mea culpa and say, “I
am really sorry about this.” The moti-
viation of your coming forward would
not be relevant. Maybe you have a
wife you have just divorced and you
are scared she is going to go down and
tell the IRS about your past misdeeds.
Or you may be a gunrunner or a drug
smuggler or any other thing. But for
some reason or other, you decide to go
down there and tell all. It does not
make any difference what the motiva-
tion is under this provision. This says
“any violation of any tax law for any
taxable period” shall not be liable for
any Federal criminal penalty.

In this tax bill, one of the things
that we have made much of is that we
have reduced the top tax marginal
rate from 50 percent down to 27 per-
cent, and this lowered rate is supposed
to improve compliance. In 1981, I said
on the floor of the Senate that I
would be willing to lower the top rate
from 70 percent to 50 percent because
nobody was paying at that rate
anyway. I think we collected, in 1980,
$3 billion in the top marginal rate.

So one of the advantages of this bill
is a top rate of 27 percent and lower
rate of 15 percent, where 80 percent of
the American people will be. With
these low rates there just is not much
incentive to cheat anymore on your
taxes.

In addition there are allocated hun-
dreds of millions of dollars in this bill
to the IRS in increased funds so that
they can enforce compliance. Maybe
the $600 million increase in enforce-
ment funds in this bill is not enough
of an increase. I really do not know
what the magic figure would be to
bring the rate of compliance up. But
the IRS is just now getting their com-
puters on-line where they can cross-
check with those 1099 forms against
what you report in your tax return
and I think there is a chance that tax
compliance can be increased dramati-
cally with this increase in money.
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Think for a moment about the ero-
sion of confidence in our Tax Code
that tax amnesty would create. I do
not know what the exact figure is, but
my guess is that about 70 percent of
the people, or maybe 60 percent of the
people, pay their taxes every Friday
afternoon when they get their pay-
check, or every other Friday after-
noon, or whatever the pay period is.
They do not have any choice. The
poor stiff out on the assembly line
gets his taxes removed from his check
before he gets his check.

You tell me how you can go home
and talk to that man and explain to
him that a drug smuggler, for exam-
ple, or just one of the local big dogs
who has been cheating, who maybe
makes 100 times more money than he
does, you tell him how he is supposed
to think this Tax Code is fair when
the other fellow can avoid criminal
prosecution by simply walking in
before he receives a notice or before
any kind of investigation begins. Is
that fair to the honest taxpayer?

Most people pay their taxes. Most
people are not very happy about it.
Justice Brandeis said one time, “Taxes
are what we pay in order to live in a
civilized society.” Most people under-
stand that, and most people pay their
taxes—maybe grudingly, but they pay.
The argument is made that Massachu-
setts and 15 or 16 other States have
tried tax amnesty and it is highly suc-
cessful for various reasons. Most
States, however, do not engage in
criminal prosecution for tax evasion. I
cannot ever remember one in my
State. The States, I know, is notified
when there is a Federal criminal pros-
ecution, and perhaps even when there
is some kind of a Federal civil penalty.
I am told that the IRS has an ad hoc
policy now that if you honestly come
in and confess your sins that you may
have to pay a stiff penalty, anywhere
from 25 to 100 percent, but unless the
case is fairly outrageous they will take
your money and put your name on the
tax rolls. They don't prosecute.

The argument is made “Yes, but
people won't go in because they are
afraid they will not escape prosecu-
tion.” I don't agree.

This provision says to people, “We
are going to condone criminal activi-
ty.” This provision is an entitlement
program for criminals.

Mr. President, anybody can come in
before a prosecution for any crime. He
can rush down and pay any time. But
there is no other place in the criminal
laws of this country where we give
them automatic amnesty.

So, Mr. President, I think that we
are making a very serious mistake if
we go forward with this amnesty pro-
gram.

Now, the committee says that if you
remove the tax amnesty provision, you
will lose $200 million in revenue over
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the next 5 years. And as you know,
under the rules of the Senate we have
to come with a revenue offset. So I
plagiarized an idea of the Senator
from Missouri [Mr. DANFORTH] on
what we call the net operating loss
carryback provision. I am a strong sup-
porter of Senator DANFORTH's concept
of rural enterprise zones and should
this amendment pass, I will help him
in the future any way I can to come up
with the money for rural enterprise
zones. I think he is caught in a little
bit of a bind because he does not want
to vote for amendments to this bill,
and I understand that. Perhaps in my
position on the Appropriations Com-
mittee I can be helpful to him on rural
enterprise zones in the future. But let
me tell you what this offset does. To
strike this amnesty provision costs
$200 million, and I would cover that
and then some with the NOL carry-
back provision.

This carryback provision works this
way. Under the law as it is now and in
this bill, if you have a loss you can
offset that loss against any taxes you
paid in the 3 preceding years begin-
ning with the furthest year. And so it
would work thusly. Follow this illus-
tration. If in 1988 you make $100,000
and you are a corporation, you will
pay $33,000 in taxes at the 33-percent
rate. Now, in 1985, if you had made
$100,000, you would have paid $46,000
in income taxes, because 46 percent
was the corporate rate then.

But if in 1988 after this bill is
passed, when the top rate is 33 per-
cent, you lose $100,000, you can carry
that loss back for the preceding 3
years and that would take you back
first to 1985. So let us assume that you
made $100,000 in 1985 and you paid
$46,000 in taxes. Under the existing
bill, you can go back, even though the
rate in the year in which you lost the
money, 1988, was 33 percent, and save
$46,000 in taxes. This is almost an in-
centive to lose money. All my amend-
ment does is say that once this bill
goes into effect, all losses in the
future, when the 33 percent is in
effect, are carried back to any of the
years where we had a 46 percent rate
they are worth as much as if the tax
rate then was 33 percent not 46 per-
cent. Companies wouldn’t reap that
windfall. So in the case I gave where
you lost $100,000 in 1988, you go back
to 1985 and instead of getting a
$46,000 refund you get a $33,000
refund or $13,000 less.

Now, all told this offset picks up $1.6
billion; $200 million of that would be
used to offset the striking of the tax
amnesty provision. The balance of it
would be used to reduce the threshold
for itemizing your medical expense de-
ductions. As you know, under existing
law you can itemize all your medical
expenses in excess of 5 percent of your
adjusted gross income. This bill raises
the threshold from 5 percent to 10
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percent so that in the future you can
only deduct your medical expenses in
excess of 10 percent of your adjusted
gross income.

Now, the amendment of the Senator
from Ohio [Mr. MeTzENBAUM] the
other day put some money back in the
medical expense so the figure now is
down to about 9 percent of adjusted
gross. The House retains the 5 percent
threshold. And if you put in another
$1.4 billion you can lower the thresh-
old to about 7.5 percent so that when
you go to conference the difference
between the House and Senate will be
5 percent and 7.5 percent.

Now, the American Association of
Retired Persons is one of those organi-
zations which agreed to oppose all
amendments, but I can tell you they
love my proposal. It is absolutely
amazing. The statistics are staggering.
Senator DURENBERGER used some fig-
ures the other day on this floor. How
many elderly itemize their medical ex-
penses? How many middle- and lower
middle-inconie people itemize their
medical expenses? This provision is
important.

And so really you have a choice: Do
you want to condone criminal activity
or do you want to help people who
have excessive medical bills? That
should not be a tough choice for any-
body.

Mr. MATTINGLY. Will the Senator
yield for a question?

Mr. BUMPERS. I will be happy to
yield.

Mr. MATTINGLY. As the Senator
knows, I am a cosponsor of this
amendment. Let me ask a couple of
questions. By allowing those who
cheat on their taxes to receive this im-
munity, what are we saying .to the
people across the United States, to the
law-abiding citizens who pay their
taxes on a regular basis?

Mr. BUMPERS. 1 said a moment ago
in my earlier remarks that I think this
amnesty provision does more to erode
people’s confidence in the tax system
than any provision of this bill. I said I
do not want to have to explain this
provision to a manufacturing employ-
ee who sits on the assembly line all
week and gets his taxes taken out of
his paycheck.

Mr. MATTINGLY. Does the Senator
believe then, if we are developing a tax
reform bill that is supposed to be the
epitome of fairness in equity and
reform, that this provision is out of
place?

Mr. BUMPERS. If this provision is
left in the bill it certainly makes this a
fair bill for people who have been
evading their income tax. It is an enti-
tlement program for criminals.

Mr. MATTINGLY. If this bill passes
with this provision intact and there
was a big publicity campaign all over
the United States what will be the in-
clination then for voluntary compli-
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ance with the Tax Code? How success-
ful would enforcement be then?

Mr. BUMPERS. The Senator antici-
pated me. I was getting ready to cover
that. In my opinion, this is further
going to erode the problem of tax com-
pliance because you are saying to 80 to
85 percent of the people who are fully
paying their taxes, and paying them
fairly, “If you decide not to in the
future, you can probably come in any
time you want to and confess and we
will handle it and you will not be
criminally prosecuted.” It is a disin-
centive for people who are now paying
their taxes.

0O 1240

Mr. MATTINGLY. I say to my dis-
tinguished colleague from Arkansas, it
appears that this tax amnesty provi-
sion is sort of legalizing an illegal act.

Mr. BUMPERS. That is what it
does.

I also want to say that there are two
Senators here for whom I have the
highest respect, men I consider to be
my close personal friends, who feel
strongly the other way on this. We
have discussed it at length, but I have
remained unpersuaded, because I
think tax amnesty is bad, bad policy.

Mr. MATTINGLY. I agree with my
friend from Arkansas.

Mr. President, I rise on behalf of
honest taxpayers all across America in
support of the amendment offered by
the Senator from Arkansas.

Ever since the issue of tax amnesty
has been raised, I have vigorously op-
posed it. By establishing such a pro-
gram. I believe the U.S. Senate will be
sending out the wrong signal to Ameri-
ean taxpayers. Mr. President, to sum it
up, tax amnesty is dead wrong.

By allowing those who cheat on
their taxes to receive immunity, what
are we saying to the law-abiding citi-
zens who pay their fair share of taxes,
year-in and year-out? What will we be
saying to the honest taxpayers who
always bend over backward to comply
with the laws and pay their taxes?

I join many others who believe by
including this tax amnesty provision
in the bill, the U.S. Senate will be con-
doning, and even supporting, a pro-
gram that will have a long-term nega-
tive impact on the fundamental princi-
ple upon which our Nation's tax
system is based—voluntary compli-
ance. Is it fair to let one taxpayer suc-
cessfully dodge punishment while
others have faithfully paid their
taxes? Is that what we in the Senate
want to do? I hope not.

This tax reform bill we are consider-
ing is based upon fairness and equity. I
believe it is a good bill, and achieves
that worthy goal. That is why this
provision is so out of place in the bill.
It just is not fair.

Mr. President, the key problem with
this provision is that it is morally
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wrong. And I believe that’s enough.
But this is such a bad idea that it is
full of other problems.

Every dollar that is collected
through such a provision represents a
dollar not discovered by the existing
Federal enforcement structure. I am
extremely concerned that any publici-
ty about the amount recovered
through this concept could reduce the
inclination toward voluntary compli-
ance by explicitly showing how unsuc-
cessful enforcement has been.

There has been much talk in the
past, as support for tax amnesty, that
many States have been successful in
their tax amnesty programs. They say
‘“look what’s been done, let’s make the
Federal Government do it.” But I
think once these State programs are
more closely analyzed, a different and
less-appealing result is reached. Many
of the States that are cited as success
stories, in actuality, had less-than-effi-
cient tax enforcement systems prior to
the Amnesty Program. The key ques-
tion then arises—was the money the
State raised proof of the success of the
amnesty, or was it merely proof of in-
effectiveness of its enforcement pro-
gram?

And when one looks closer at the
dozen or so States that have estab-
lished a tax amnesty program, there
are just as many States collecting very
little money as there are those who
collected a lot, if not more.

Mr. President, the fact is it legalizes
an illegal act. The concept of tax am-
nesty is nothing but a wolf in sheep’s
clothing. It is bad news. I'm against
tax amnesty, I think it is the first step
toward destruction of this country's
tax system, it would be one of the
worst mistakes our Government could
make.

Mr. President, this provision, which
we are hoping to delete, is nothing less
than a direct affront to the millions
and millions of hard-working, honest,
law-abiding citizens that pay their
taxes, year-in and year-out. Those are
the people this Senator is proud to
represent. I sincerely hope my col-
leagues will join in this effort to
remove this unfair provision.

I hope we can get to a vote on this
and see how much support tax amnes-
ty has. I think that if Senators see tax
amnesty for what it is, it will be voted
down overwhelmingly.

Mr. BUMPERS. There is one point I
want to make, which I think we may
be confronted with, and I hope we will
not.

The chairman of the committee,
Senator PaAckwoob, has said he might
raise a point of order, based on the
unanimous-consent agreement, I invite
all my colleagues to turn to page 2 of
today’s calendar. They will see the
unanimous-consent agreement, with a
list of all the amendments.

The Senator has said that he is trou-
bled by the fact that the description of
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the Bumpers amendment says, “Strike
amnesty provisions in bill.”

The point is made that this only
refers to striking the amnesty provi-
sion. It does not say where I am going
to make up the revenue, No. 1. No. 2, it
does not say that the revenue that I
am trying to raise here far exceeds the
amount necessary to cover my amend-
ment and that the surplus goes to the
medical expense deductions.

I want to make this point: No. 1,
when I was called last night I said,
“Yes, my amendment is a tax amnesty
amendment.”” A copy of the amend-
ment—with the NOL and medical ex-
pense parts—was handed to the man-
agers of the bill. When the unani-
mous-consent request was made by the
majority leader and entered into, it
was referred to—as often happens
around here—just by a general topic.
Had I had any idea, or had I been told,
that I had to set out in great detail
where I was going to get the money
and the money would exceed the
amount necessary to compensate for
this provision, I would have complied.

As a matter of fact, I handed copies
of my amendment to the managers
and the staff last evening before the
unanimous-consent agreement was en-
tered into.

I hope the Senator will not raise
that point of order and will allow the
Senate to vote up and down on this;
because, as I look down the list here,
for example, I see an amendment by
Mr. MatHiAs, and in parentheses it
says “(Packwoob to describe.)" It does
not even describe what the amend-
ment is, let alone what the offset is.

Here is an amendment by Senator
Bavucus, “2d degree amendments relat-
ing to Bumpers amnesty amend-
ments.”” I have no idea what Max
Baucus’ amendment is. Are we going
to raise a point of order on that?

Senator MoynN1HAN: ‘“‘Relating to for-
eign area section 902/312.” Relating
how? Are we going to make a point of
order on that?

Here is an amendment by Senator
DeConcini, and it just says, “Install-
ment sales.” That is hardly a classic
description of an amendment.

I do not know which installment
sales they are talking about. I do not
know whether this is a revenue pro-
ducer or loser, nor do I have the foggi-
est notion where they are going to
find the money, or whether it gener-
ates more money.

1 intend to stand on the floor and
raise a point of order on an awful lot
of amendments if that is the way this
is going to be played.

I really feel put upon—I do not mind
saying that—because I tried my very
best to play fair. When they called me,
I told them precisely what I wanted to
do and how I was going to do it, and
that is a lot more than 90 percent of
these amendments show.
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Mr. DECONCINI. Mr. President, will
the Senator yield?

Mr. BUMPERS. I yield for a gues-
tion to the Senator from Arizona.

Mr. DECONCINI. I am happy that
the Senator from Arkansas is raising
the amendment I have on that list, be-
cause it was my understanding that
points of order would not be raised,
and that when we came in with the
unanimous-consent agreement, it was
understood that it was a revenue neu-
tral bill and that amendments could
be modified, because we did not want
to file every amendment in just the
way it was going to be brought to the
floor.

If the Senator will yield for a ques-
tion, not on the point of order but on
his amendment, as I understand this
amendment, it would literally grant
any person who is involved in drug
trafficking—and that is over $100 bil-
lion a year in the United States on
which no tax is paid—that anybody
who is involved in drug trafficking and
has not paid taxes, and they come to
the IRS and say, “I'm delinquent and
haven't paid my taxes, and not only
delinquent, but I've just failed to pay
for a number of years and I'm pre-
pared to pay now,” they are granted
immunity. Is that a correct interpreta-
tion of this amendment?

Mr. BUMPERS. That is absolutely
my understanding of it, and I am not
sure the IRS can go behind that. They
can ask the fellow, and he may say, “I
made all these millions selling apples
on the corner.”

Mr. DECONCINI. There is nothing
in this amendment that directs the
IRS that they must find out where
that money was made?

Mr. BUMPERS. Absolutely none.

Mr. DECONCINI. Mr. President, I
ask unanimous consent that the Sena-
tor may yield to me for a couple of
minutes, without losing his right to
the floor.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. DECONCINI. Mr. President, it
seems to me that the Senator’s amend-
ment speaks for itself.

What kind of tax bill do we have
here? Quite frankly, I did not realize
this provision was in it until 2 days
ago, and I cannot believe that this
Senate is about to grant amnesty to
any criminal element in this country.

I prosecuted narcotics dealers and I
prosecuted organized crime figures,
and I know a little bit about what we
are dealing with here.

The Senator has an amendment
that is going to permit us to invite
criminals not to pay their delinquent
taxes and say, “Go out and do it
again.”

What kind of message is that for
this country? What kind of law-abid-
ing body is this that would have such
an amendment in the bill? I have to
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believe that even the drafters of this
bill had no idea that this was going to
be as widely interpreted as I believe it
is and as the Senator from Arkansas
has pointed out.

I hope the Senator will not raise a
point of order, because it would be
unfair.

Mr. PACKWOOD. Mr. President,
who has the floor?

The PRESIDING OFFICER. The
Senator from Arkansas has the floor.

Mr. DECONCINI. He yielded to me
for a couple of minutes, by unanimous
consent, without losing his right to
the floor.

Mr. PACKWOOD. Was there a
unanimous-consent request to that
effect?

The PRESIDING OFFICER. The
Senator from Arkansas obtained unan-
imous consent to yield temporarily to
the Senator from Arizona. The Sena-
tor from Arkansas retains the floor.

Mr. PACKWOOD. I thank the
Chair.

Mr. DECONCINI. Mr. President, No.
1, I think we owe a debt of gratitude to
the Senator from Arkansas for raising
this amendment.

No. 2, I hope that the ranking mi-
nority member of the Finance Com-
mittee and the chairman of the Fi-
nance Committee and the 20 members
of the Finance Committee will stand
up here today and say, ‘“Hey, we made
a mistake.” There is nothing wrong in
that. I have made plenty of mistakes
in this body in the 10 years I have
been here.

They should say, “We made a mis-
take by even suggesting that we are
going to grant amnesty to all the
criminal element in this country that
wants to come forward and pay their
taxes.”

This is a disgrace, and it may be the
Achilles’ heel—and I hope it is not—of
this tax bill.

The Senator is right, and I hope he
pursues it. I hope this body will not
raise a point of order, because it would
be a disgrace.
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Mr. BUMPERS. I thank the Senator
very much.

As I looked down the unanimous-
consent agreement, I found here what
1 think is really wonderful.

Stevens—amendment striking wvari-
ous provisions in the bill; Stevens—En-
dicott project; Stevens—Arco project;
Domenici—potash; MecConnell—pari-
mutuel betting.

We have parimutuel betting in Ar-
kansas. I would like to know what are
the revenue implications of that.

Wilson—child support; Wilson—ir-
revocable trust elections; Roth—meth-
anol blender.

I would like to raise a point—I think
that has already passed—but I would
like to raise a point of order on metha-
nol blenders.
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So, Mr. President, I hope my good
friend from Oregon, the distinguished
chairman of this committee and man-
ager of this bill, would not put this
body through what could be a wringer
by voting on points of order instead of
the merits of these amendments.

Mr. PACEKEWOOD. Mr. President,
here is my problem. I talked to the
Senator from Arkansas prior to pre-
senting his amendment.

I have no quarrel with his present-
ing an amendment striking amnesty
provisions—it would cost us $200 mil-
lion if they succeed—and offering a
$200 million offset to raise money. I
will not raise a point of order on it.

His amendment has two parts: It
costs $200 million to take care of his
amnesty provision, and $1.4 billion to
lower the medical deduction. He pays
for the two of them with a $1.6 billion
change in the net operating loss carry-
over rules.

I am not quarreling with him about
the merits of his amendment. But if
he is in a position to do this when the
unanimous-consent order says “Bump-
ers strike amnesty provisions in the
bill,” then when we get down to the
parimutual amendment that was men-
tioned by our good friend from Arkan-
sas, the person who offers the parimu-
tual amendment can add a nice big
section to it and say, by the way, put
back in the sales tax deduction the
way it originally existed or put back in
the IRA or put back in capital gains.

If the unanimous-consent agreement
is going to mean anything, the amend-
ment that you offer must bear some
reasonable relation to the agreement.
Otherwise, the agreement means noth-
meg.

I suggested to the Senator from Ar-
kansas before he offered it that he
take out the provisions relating to the
medical deductions and the net operat-
ing losses unless he wanted to use a
$200 million net operating loss to
offset his amnesty provision. He chose
not to do that.

So, Mr. President, I wish to pose a
parlimentary inquiry if I could.

Mr. BUMPERS. Before the Senator
does that, will the Senator yield for a
question?

Mr. PACKWOOD. 1 want to pose
the inquiry first. A parliamentary in-
quiry.

The PRESIDING OFFICER. The
Senator will state it.

Mr. PACKWOOD. Mr. President,
the agreement allows Senators to offer
amendments and specifies the subject
matter of those amendments. Am I
correct that this precludes Senators
from adding any other significant
matter to the amendment?

The PRESIDING OFFICER. The
Senator is correct.

Mr. PACKWOOD. I am happy to
yield for a question.

Mr. BUMPERS. The Senator from
Ohio the other evening offered an
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amendment dealing with foreign real
estate sales and he took the savings
from his offset and put it exactly
where I am putting it here.

Now what relationship is there in
medical deductions on a tax return
and the money saved from striking
foreign investment to real estate sales?
Why was a point of order not made
here?

Mr. PACKWOOD. My argument is
not to the point of where the money is
raised. If the Senator from Arkansas
wants to have a $200 million offset out
of net operating losses to pay for his
amnesty provision, that is all right
with me. I may argue for or against
the provision. All I am saying is this:
that amendment is not basically an
amnesty amendment. It is basically a
net operating loss and medical deduc-
tion amendment.

If this can be allowed then none of
us are on notice as to anything that
may be in any amendment that may
be offered under this agreement.

Mr. President, I do raise a point of
order that this amendment goes com-
letely beyond the scope of the unani-
mous-consent agreement because it in-
volves a significant matter unrelated
to the agreement.

The PRESIDING OFFICER. The
point of order is well taken.

Mr. BUMPERS. I appeal the ruling
of the Chair and ask for the yeas and
nays.

The PRESIDING OFFICER. Is
there a sufficient second?

There is a sufficient second.

The yeas and nays were ordered.

Mr. BUMPERS. Mr. President, I
suggest the absence of a quorum.

Mr. PACKWOOD. A parliamentary
nguiry.

The PRESIDING OFFICER. The
Senator will state it.

Mr. PACKWOOD. Is debate in order
at this point, Mr. President?

The PRESIDING OFFICER. The
appeal is debatable.

The Senator from Missouri is recog-
nized.

Mr. DANFORTH. I thank the Chair.

Mr. President, I would simply like to
make one ancillary point to the point
of order.

A few days ago a number of Senators
offered an amendment to this bill to
provide up to 45 rural enterprise zones
for America. The point of that amend-
ment was to try to do something to
stabilize rural America where there
has been this terrible depression
where small communities are being
boarded up, where people are losing
their jobs and they are losing their op-
portunities for any kind of supplemen-
tal income so that they can keep their
farms.

We offered an amendment for rural
enterprise zones intending at the
outset to pull the amendment down
but also realizing that any credibility
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for any amendment that was present-
ed even for the sake of debate and
then to be pulled down had to have a
revenue offset.

We found a revenue offset for rural
enterprise zones and that was the net
operating losses carryback which was
then appropriated by the Senator
from Arkansas to pay for a $200 mil-
lion item, namely amnesty.

Now, I have to say that the Senator
from Arkansas was kind enough to call
me last night and to tell me what he
intended to do.

Mr. President, I do not say that I or
the other Senators who support rural
enterprise zones have a proprietary in-
terest necessarily in a particular reve-
nue source for what we want to do.
But it is also true that if we are suc-
cessful at some future time, and I
hope we will be in the very near
future, in establishing rural enterprise
zones, we are going to have to have
some way to pay for them. If there is
any amendment, any proposal, any
legislative idea that has or should
have a good claim on this particular
source of revenue, it should be the
rural enterprise zone and those who
conceived of the idea of paying for
this concept by the net operating loss
carryback.

So for that reason, I would hope
that the Senate would sustain the
Chair to try to fix a $200 million prob-
lem and I do not dispute it. I am not a
great fan of tax amnesty, but to try to
fix a $200 million problem by poison-
ing the water to the tune of $1.6 bil-
lion for real changes that offer real
hope to rural America I think is
wWrong.

Mr. PACKWOOD. Mr. President, let
me say again I understand the argu-
ment that is being made by my good
friend from Missouri. Those of us in
the West who ever had any practice of
water law are familiar with the con-
cept of first appropriation. Whoever
got it first gets to use it first.

And that is in essence what the Sen-
ator is saying about the money that is
here, but that is not exactly my point
of order.

My point of order is this: If this kind
of an amendment can be offered
where we all thought it was going to
be a tax amnesty amendment and
what it really turns out to be is a tiny
bitty part tax amnesty and great big
part medical deduction and net operat-
ing loss carry forward, then an amend-
ment can be brought in so long as it
tangentially talks on the subject of
the unanimous-consent agreement and
then this whole bill is reopened.

So, Mr. President, I move to lay on
the table the appeal of the ruling of
the Chair and ask for the yeas and
nays.

The PRESIDING OFFICER. Is
there a sufficient second?

There is a sufficient second.

The yeas and nays were ordered.
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Mr. BUMPERS. A parliamentary in-
quiry.

The PRESIDING OFFICER. The
Senator will state it.

Mr. BUMPERS. The Chair has sus-
tained the point of order of the Sena-
tor from Oregon. Could the Chair
state the precedent for that?

The PRESIDING OFFICER. The
Chair was interpreting the wording of
the unanimous-consent request and
agreement——

Mr. BUMPERS. Could the Chair be
more enlightening and tell us what
the interpretation is?

The PRESIDING OFFICER. If the
Senator will permit the Chair to con-
tinue—which states that the amend-
ment to be offered by the Senator
from Arkansas would strike the am-
nesty provision from the bill. The
amendment goes far beyond that.

Mr. BUMPERS. Mr. President, I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

0 1320

Mr. PACKWOOD. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. PACKWOOD. Mr. President, I
am going to pose a unanimous-consent
request to withdraw the motion to
table and also to withdraw the appeal
of the ruling of the Chair by the Sena-
tor from Oregon. I pose that unani-
mous-consent request now.

The PRESIDING OFFICER. Is
there objection? Without objection, it
is so ordered.

Mr. PACKEWOOD. I ask unanimous
consent to withdraw the point of
order.

The PRESIDING OFFICER. Is
there objection? Without objection, it
is so ordered.

Mr. PACKWOOD. Now, Mr. Presi-
dent, we are now back on the amend-
ment of the Senator from Arkansas. I
am simply at the moment going to ask
unanimous consent that it be set aside
without his losing any rights that he
may have had under the amendment
as it was pending or as offered, to set
it aside not just temporarily and come
immediately back to it, but to set it
aside without his losing any right—
there might be other intervening busi-
ness—and give him the right to modify
the amendment.

The PRESIDING OFFICER. Is
there objection?

Mr. BUMPERS. Reserving the right
to object, and I hope I will not have
to, I would hope we can dispose of this
amendment because we will have a
substitute momentarily.

Mr. PACKWOOD. I am sure there
will be at least one and perhaps two
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votes on the amendment, depending
on how the first vote goes.

Mr. BUMPERS. A lot of people are
here who have planning on leaving at
2:30 or 2:45 this afternoon. My point is
I would like to be able to proceed so
soon as it is crafted.

Mr., PACKWOOD. I ask unanimous
consent that the Senator from Arkan-
sas have the right to offer his amend-
ment, regardless of what other busi-
ness is pending, at the time his amend-
ment is ready.

The PRESIDING OFFICER. Is
there objection?

Mr. KEERRY. Reserving the right to
object, I understand the Senator from
Arkansas wants to leave at what time?

Mr. BUMPERS. I need to leave here
by 2:45, but I can always cancel, if I
have to.

Mr. KERRY. I do not think anybody
wants that.

Mr. BUMPERS. 1 have made my ar-
gument on the issue. The Senator
from Montana has not had the chance
to make his argument. I would suggest
informally that the minute we lay it
down the Senator from Montana offer
his second-degree amendment and we
debate and maybe vote on that and go
immediately to a vote on mine, if he
does not prevail.

Mr. PACKWOOD. Mr. President, I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The bill clerk proceeded to call the
roll.
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Mr. PACKWOOD. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. PACKWOOD. Mr. President,
while the Senator from Arkansas is re-
drafting his amendment and the Sena-
tor from Montana is working on a sub-
stitute to that amendment, as I recall,
a unanimous-consent order would be
in order now for others who have
amendments to proceed to them. Is
that correct?

The PRESIDING OFFICER. The
unamimous-consent request has not
yet been agreed to.

Mr. PACKWOOD. It has not been
agreed to?

The PRESIDING OFFICER. That is
correct.

Is there objection to the request?
Hearing none, it is ordered.

Mr. RUDMAN addressed the Chair.

The PRESIDING OFFICER. The
Senator from New Hampshire.

Mr. RUDMAN. Mr. President, will
the Senator from Oregon yield for a
question?

Mr. PACEWOOD. I am happy to
yield.

Mr. RUDMAN. Would the Senator
from Oregon have any objection to my
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proceeding for 1 minute as in morning
business?

Mr. PACKWOOD. I would have no
objection.

Mr. RUDMAN. Mr. President, I ask
unanimous consent that I may be per-
mitted to proceed as if in morning
business for 1 minute.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

BARRY WAS HERE

Mr. RUDMAN. Mr. President, last
Friday night in New Hampshire, our
distinguished and beloved colleague,
BArRrRY GOLDWATER, returned to New
Hampshire and received a tumultuous
welcome. In the wake of that appear-
ance, the publisher of the Manchester
Leader, Nackey Loeb, wrote an editori-
al in that paper entitled “Barry Was
Here.” I ask unanimous consent that a
copy of that editorial be printed in the
REcorbD as if read.

There being no objection, the edito-
rial was ordered to be printed in the
REcorb, as follows:

BARRY Was HERE

A familiar figure came back to New Hamp-
shire last week, and was greeted with a
standing ovation. On PFriday night, Barry
Goldwater joined a dozen of his senate col-
leagues in a fundraiser for U.S. Sen. Warren
Rudman.

The cheers that greeted Goldwater were
for a man who had served his country over
many years, but they were also for much
more. Twenty-two years ago, Barry Gold-
water told America what it needed to know,
but didn't want to hear.

Barry Goldwater looked at the doubters
and the who-cares generation and he stood
strong. It was a lonely battle. The country
wasn't ready then, but he represented the
hope ahead. An unashamed flag-waver,
always saying what he thought, being proud
of the extremism for which he was con-
demned, he stirred within the young people
of this country a spirit that has culminated
today in a much stronger and prouder
nation.

As this man, now crippled with pain, made
his way slowly up to the podium in Man-
chester's armory last Friday night, we
cheered him for what he represents. We
may not always agree with him, but we
must never forget that he may well have
changed the course of our nation.

You are welcome here, Barry. We were
glad to see you again.

Mr. RUDMAN. Mr. President, I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. BUMPERS. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objeection, it is so ordered.

TAX REFORM ACT OF 1986

The Senate continued with consider-
ation of the bill.
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AMENDMENT NO. 2143 AS MODIFIED

Mr. BUMPERS. Mr. President, I
send a modification of my amendment
to the desk.

The PRESIDING OFFICER. The
Clerk will state the modification.

The legislative clerk read as follows:

The Senator from Arkansas [Mr. Bump-
Ers] for himself, Mr. METZENBAUM, and Mr.
MATTINGLY, proposes an amendment
number 2134 was modified.

Mr. BUMPERS. I ask unanimous
consent that further reading be dis-
pensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment, as modified, is as
follows:

On page 1659, beginning with line 21,
strike out all through page 1661, line 2, and
insert in lieu thereof the following:

SEC. 559, LIMITATION ON NET OPERATING LOSS
CARRYBACKS.

(a) In GENERAL.—Section 172 (relating to
net operating loss deduction) is amended by
redesignating subsection (1) as subsection
(m).and by inserting after subsection (k) the
following new subsection:

“(1) LomiTaTioN oN NET OPERATING Loss
CARRYBACKS.—For purposes of this section,
with respect to any corporation, any net op-
erating loss carryback shall reduce such cor-
poration’s income tax liability with respect
to any carryback year only to the extent
such carryback does not exceed an amount
equal to the product of—

“(1) the amount of such carryback, and

“(2) the highest rate of tax prescribed
under section 11 in the taxable year to
which the net operating loss giving rise to
such carryback arose, Provided, however,
That the number used as such highest rate
of tax shall be adjusted, under regulations,
so that the revenues generated by this sec-
tion shall not exceed $200 million during
the period of fiscal years 1987-1991.

(b) ErrFecTIVE DATE.—The amendment
made by this section shall apply to net oper-
ating losses for taxable years beginning
after December 31, 1986.

Mr. BUMPERS. Mr. President, I
suggest the absence of a quorum.

Mr. BYRD. Mr. President, will the
Senator withhold that?

Mr. BUMPERS. I withhold that.

Mr. BYRD. Mr. President, I ask
unanimous consent that the amend-
ment offered by the distinguished
Senator from Arkansas be temporarily
laid aside so my amendment will not
be considered as an amendment to his
amendment.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

AMENDMENT NO. 2144

(Purpose: To exempt the 1950 UMWA pen-
sion plan from the survivor annuity re-
quirements of the Retirement Equity Act
of 1984)

Mr. BYRD. Mr. President, I send an
amendment to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The legislative clerk read as follows:

The Senator from West Virginia [Mr.
ByYRDp] proposes amendment No. 2144,
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Mr. BYRD. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

At the appropriate place, insert the fol-
lowing:

SEC. .SPECIAL RULE FOR SECTION 404(c) PLAN.

(a) Section 205 of the ERISA of 1974 is
amended by adding thereto a new subsec-
tion (k)" to read as follows:

“(k) The provisions of this section do not
apply to a plan that the Secretary of the
Treasury has determined is a plan described
in Section 404(c) of the Internal Revenue
Code of 1954, or a continuation thereof, in
which participation is substantially limited
to individuals who, before January 1, 1976,
ceased employment covered by the Plan.”

(b) Section 401(a)(11) of the Internal Rev-
enue Code of 1954 is amended by adding
thereto a new subparagraph “(E)"” to read as
follows:

“(E) The provisions of this paragraph do
not apply to a plan that the Secretary of
the Treasury has determined is a plan de-
scribed in Section 404(c), or a continuation
thereof, in which participation is substan-
tially limited to individuals who, before Jan-
uary 1, 1976, ceased employment covered by
the Plan.”

(c) Section 303 of the Retirement Equity
Act of 1984 is amended by adding thereto a
new subsection “(f)'" to read as follows:

‘“¢f) The requirements of this section do
not apply to a plan that the Secretary of
the Treasury has determined is a plan de-
scribed in Section 404(c), or a continuation
thereof, in which participation is substan-
tially limited to individuals who, before Jan-
uary 1, 1976, ceased employment covered by
the Plan.”

Mr. BYRD. Mr. President, the
United Mine Workers of America 1950
pension plan only covers participants
whose last day of credited service for
accrual purposes was before January
1, 1976. Thus, the plan was not re-
quired to provide a joint and survivor
annuity under the Employee Retire-
ment and Income Security Act
[ERISA]. Nevertheless, the plan has
provided pensions to miners’ widows
without any reduction to the partici-
pant’s pension. The Retirement
Equity Act of 1984 requires the
UMWA 1950 pension plan to provide
different benefits to a small group of
unidentifiable plan participants. The
plan is a flat benefit plan and all par-
ticipants who qualify for a full pension
receive the same benefits. It is not pos-
sible to preserve these important fea-
tures and provide the benefits speci-
fied in the Retirement Equity Act to
newly retiring participants. According-
ly, the plan should be exempted from
the survivor annuity requirements of
the Retirement Equity Act, so that
UMWA retirees and widows can con-
tinue to receive full pensions.
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This amendment has been discussed
with the able managers of the bill, and
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I hope that they are prepared to
accept it.

Mr. PACKWOOD. Mr. President,
the amendment has been cleared on
both sides and we would recommend
its approval.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment of the Senator from West Virgin-
ia.

The amendment
agreed to.

Mr. BYRD. Mr. President, I thank
both managers. I move to reconsider
the vote by which the amendment was
agreed to.

Mr. PACKWOOD. I move to lay
that motion on the table.

The motion to lay on the table was
agreed to.

Mr. BYRD. Mr. President, I ask
unanimous consent that I may be al-
lowed to add the name of my distin-
guished colleague, Mr. ROCKEFELLER,
as a cosponsor of this amendment.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

AMENDMENT NO. 2143, AS MODIFIED

Mr. BUMPERS addressed the Chair.

The PRESIDING OFFICER. The
Senator from Arkansas.

Mr. BUMPERS. I am not going to
ask unanimous consent but simply
make a suggestion to those who are
opposed to my amendment by the
second-degree amendment, I am fin-
ished with my debate on it and I
would suggest that those who are op-
posed to the amendment and who
favor the second-degree amendment
which is about to be offered but not
yet crafted might in the interest of
time start debating this whole issue so
we can save a little time and perhaps
get some Senators out of here.

Mr. PACKWOOD. I suggest the ab-
sence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The bill clerk proceeded to call the
roll.

Mr. KERRY. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. KERRY. Mr. President, I
thought I would use this time, while
the Senator from Montana and the
Senator from Arkansas are busy craft-
ing two amendments to at least begin
the process of debate on Senator
Bavucus’' and my amendment and speak
in opposition to the amendment of the
Senator from Arkansas.

Now, I have listened very carefully
to the Senator from Arkansas, the
Senator from New Mexico, and the
Senator from Georgia who say that if
we have any voluntary disclosure pro-
gram in this tax bill, we will be send-
ing Americans a message, that it is OK
to not pay your taxes, that you can get
away with it because at some future
point in time you can come forward

(No. 2144) was
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without the risk of criminal prosecu-
tion.

The Senator from Arkansas and I
agree on most things and work togeth-
er on many things. I respect him enor-
mously, and I know that his belief
that working people and honest tax-
payers will resent this program is ab-
solutely heartfelt and legitimate. He
suggested that the worker in a factory
whose paycheck is subject to tax with-
holdings is somehow going to be disad-
vantaged and feel a sense of unfair-
ness because that person does not
have the easy availability of cheating
as does another person within our so-
ciety who might be self-employed or
who otherwise has other kinds of op-
portunities available to him; we will
merely be reinforcing that unfairness
because that person has paid his taxes
while in fact these other people have
been able to escape it, then turn
around, and come to the Government
and have their criminal penalty forgiv-
en. I heard the Senator from New
Mexico say it would be a disgrace to
send that message.
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Mr. President, the message sent to
Americans today under the current
system is a disgrace. The message we
would be sending by approving Sena-
tor BumMPER's amendment would be to
endorse the arrest system which is a
disgrace, because we do not have a
system that is fair today.

Before I talk about that system a
minute or two, let me impress upon
my colleagues the fact that the
Baucus-Kerry proposal is not an am-
nesty program. I want to say it again:
It is not an amnesty program. An am-
nesty program is a program where you
totally forgive all wrongs and elimi-
nate all tax liability completely. This
is not what this amendment does.

The amendment will maintain a civil
penalty that is stronger than the civil
penalty we have today, and it will re-
quire payment of interest. It does not
eliminate those things. The only thing
it does is say that we are not going to
impose criminal penalties on taxpay-
ers who voluntarily come into the IRS
and say, “I am behind.

People can be tax delinquent for dif-
ferent reasons. People can be behind
because of foreclosures, because of
problems in their businesses, because
of personal setbacks, because of prob-
lems of sickness in the family. There
are dozens of reasons why we might
not want to criminally prosecute some-
body who has fallen behind in their
tax payments, and there are reasons
why we would agree not to penalize
them criminally. But they will not
walk away scot-free; interest and civil
penalties would still apply.

To say that honest taxpayers are
going to be betrayed by this process is
to ignore what the process does. I
think that most people would be far
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happier knowing that someone who
has not paid taxes in years is not only
given an incentive to come forward
and do so, but also, when he does so,
he is paying in spades. They are
paying not only the money they have
not paid but also are paying a civil
penalty on top of that, and they are
paying interest.

In the face of a system today where
we have so few criminal prosecutions,
anyway, and where we have an enor-
mous gap between our ability to col-
lect taxes and the taxes that are owed,
how can you turn around to the
honest taxpayer and say: ‘“Hey, we're
going to let the system stay in place
where the guy who is not paying his
taxes is going to continue not to pay
his taxes, and we're not going to be
bothered by the fact that we don't
have the resources to find that
person’?

Mr. President, this is not an amnesty
program. It is a limited voluntary dis-
closure program. In point of fact, all
this program does is codify existing
practice. It is precisely what the IRS
does today. It is now new.

There is not one instance I know of
where the IRS has criminally pros-
ecuted a person who has come forward
voluntarily.

All we are doing in this bill is giving
visibility the ability to an existing pro-
gram. We are giving the IRS the abili-
ty to go out to the country and adver-
tise the fact that diligent taxpayers
can come in to the IRS and make good
on past tax bills. Last year, the IRS
forgave 4.2 million people and raised
$2 billion under their current policy of
discretion. Our system has always
wanted this way.

Why is this of concern? Why should
we take this step in 1986, as we pass a
dramatic, new tax bill? I should like to
share with my colleagues some figures
which are startling and important.

In 1976, the gap in taxes in the
United States was about $44 billion—
$44 billion that we could not get at, we
could not collect. In the last 8 to 10
years, that has risen dramatically to
the point where in 1984 it was about
$100 billion. This year, IRS figures
show that the cost of noncompliance is
going to be $106 billion. That means,
Mr. President, that more than one-
half of the current budget deficit is
lost annually because we do such a
poor job of collecting taxes from those
who try to cheat.

Mr. President, this country has a
budget crisis because, each year, even
more people chose not to pay what
they owe. The IRS is losing ability to
enforce the law. In 1964, about 95 per-
cent of taxes owed were actually paid.
Over the years, that has declined.
Today only 81 percent of Americans
are voluntarily paying their taxes.
What does that mean? For every loss
of 1 percent in voluntary compliance,




June 20, 1986

we lose $5 billion in revenues to the
Federal Government.

Part of the reason for this is that
the IRS has been denied the resources
it needs to audit, so the audit rate has
declined to just 1.6 percent. That re-
flects a 46-percent decline in corporate
audits and a 26-percent decline in indi-
vidual audits in the past 10 years.

The result of this decline in audits is
very simple. It has given rise to a per-
ception among the American people
that the tax system is lax and unfair.

The tax system is unfair because
people know the other people get
away with cheating. It has risen to an
epidemic proportion, and the only
answer now is to take extraordinary
steps to bring people back into the tax
payment process.

I respectfully invite the attention of
my colleagues to a Daniel Yankovich
survey which was conducted for the
IRS. That survey showed that one in
four Americans believe that less than
half of all citizens comply with our tax
laws and that a majority of Americans
believe that tax cheating is becoming
more prevalent. Most disturbing is the
finding that 41 percent of the people
indicated that they are certain that
tax cheaters would not be caught.

In fact, Mr. President, I have to say
that I was surprised as I listened to my
colleagues say what a terrible message
we will send if we assure people who
came forward that they will not be
prosecuted criminally,

Today, only one out of every 43,000
taxpayers is subject to criminal pros-
ecution. What kind of message is that?
What does that fact say about fair-
ness, when the current system tells
people that if they decide to cheat on
their taxes they stand so little chance
of being caught?

I respect the gut feeling of my col-
leagues that somehow this notion of a
voluntary disclosure program is going
to hurt the country. I respect that gut
feeling. But we have something more
to go on than a gut feeling here,

In the last couple of years 18 States
have implemented an amnesty pro-
gram of one kind or another. The ex-
perience of those States is what we
ought to be talking about as we decide
whether or not the Federal Govern-
ment is going to join them. Amnesty
at the State level is a time-tested pro-
gram, and there are proven results.

Let me point to the State about
which I know most—Massachusetts. In
1983, we implemented a one-time am-
nesty for a period of 3 months.
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More than 30,000 amnesty applica-
tions were received from delinquent
taxpayers from virtually every State
in the United States of America and
from 12 foreign countries and from
people in all walks of life.

In Boston alone over 10,000 people
lined up to come in and pay their back
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taxes. That program was followed im-
mediately with a strong enforcement
program which increased penalties,
provided new computers to allow us to
track taxpayers, and raised the gener-
al level of enforcement of our State
tax laws.

The result of that experience, Mr.
President, was a dramatic increase in
our ability to be able to collect taxes.

I keep hearing people say, “To
oppose this program because it will
hurt our ability to collect taxes,” but
the experience in the States has been
exactly the opposite.

We have seen increased tax collec-
tions and an increased respect for the
tax system. People see the one-time
amnesty, but they also see that a
system that was unfair has been made
fair. That is what this tax bill is all
about, an effort to try to reinstill fair-
ness into the tax structure in this
country.

Over a 2-year period in Massachu-
setts, audit assessments were increased
92 percent. Seizure activity was up 317
percent, and referrals and criminal
prosecution, the very thing that we
are told an amnesty will defeat, went
up 59 percent. '

Mr. President, the figures are abso-
lutely at odds with gut feelings. In ad-
dition, the overall amnesty and en-
forcement program in Massachusetts
gave us $564 million in new revenues
and it has led to a 15-percent increase
in revenues after inflation and after
economic growth had been taken out.

Opinion polls conducted in Massa-
chusetts to determine if amnesty
somehow sends the wrong message to-
tally contradict that notion. Every
opinion poll after the amnesty was put
in place says that people in the State
overwhelmingly supported the pro-
gram. They understood that we had
put back into the system a sense of
fairness and a willingness of people to
pay. There is an understanding by
people that the system is serious about
collecting and making people pay.

What we are voting on today does
not come close to the Massachusetts
program in terms of full amnesty.
Again, all it does is codify current
practice by which the IRS has the dis-
cretion not to prosecute, and it
changes that into a mandatory state-
ment they will not prosecute. It does
this to entice people into the process
and put them on the tax rolls.

Let me share with my colleagues
very quickly, before I wind up, a few
letters to the Commissioner of Tax-
ation of Massachusetts.

Dear CommissioNer: I read about you
today in the Boston Globe and I thought
that you might be interested that I have
payed all my taxes due for the first time in
three years. This has happened as a result
of your public relations programs as well as
your attitude that the tax enforcement
should not project an image similar to the
Gestapo which is what the IRS has become.
The article also mentioned the Amnesty
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that you had which I did not avail myself of
because, as could be expected, the IRS
would use the amnesty list to put people in
jail. I have read in the Globe that you are
asking President Reagan to have a Federal
Amnesty which if you run a concurrent
state amnesty I will pay all my unreported
back taxes.

Another letter:

Dear MR. JAcKsoN: I was recently in-
formed by a friend that you and Governor
Dukakis are attempting to get the Federal
Government to adopt the tax amnesty
project that Massachusetts recently put
into operation. Many people, myself includ-
ed, who wanted to use the amnesty offer did
not because their was the strong likelihood
of problems with the IRS since they would
not grant amnesty like Massachusetts,

If you are successful I will amend my state
and federal tax forms for the last three
years. And I think that with a combined
Federal/State amnesty that many more
people will do the same than was true with
only the state amnesty.

Another letter:

I am one of those people who owes the
Department of Revenue for under reported
income but did not make use of the Amnes-
ty Program last year. The reason I did not
use it was because I and thousands of others
in Massachusetts knew that our names
would have to be given to the IRS because
of the information swapping agreements be-
tween Massachusetts and the Federal Gov-
ernment.

I would very much like to pay what I owe
to the Department of Revenue and will if
you are successful in getting the IRS to
adopt the program that you implemented in
Massachusetts and which I understand has
been copied in other states. As a self-em-
ployed person I know of very few people
who own businesses or work for themselves
and report all of their income, however, I
feel that you and Governor Dukakis are the
first to confront this problem headon and I
feel that you have only scratched the sur-
face. If the IRS adopts an Amnesty Pro-
gram I think its safe to say that five times
as many people would participate in a Mas-
sachusetts Tax Amnesty program if they
knew that they could also pay off their back
federal taxes without fear of punishment
for past indiscretions.

Another letter:

Dear MR. JAcksoN: My lawyer told me
that you are trying to get the President to
call a tax amnesty just like the one you had
in Massachusetts. I hope you can get this
done because a lot of people who wanted to
be part of the amnesty did not because the
Federal tax people would not allow the Mas-
sachusetts amnesty to work with Federal
taxes.

I would like to pay my taxes for the last
few years but I am frightened as to what
the Internal Revenue people would do to
me. I hope you get them to agree to the am-
nesty and I think you should go on the
radio and in the newspaper to tell people to
write to their Senators and Representatives
to help you.

Mr. President, again I come back to
the most important point here. We
keep hearing this somehow sends a
message that will defeat current tax
collection efforts. Current tax collec-
tion efforts are at a miserable level. If
they continue to go downward at the
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rate they have now, Americans are
going to understand that it does not
matter what the marginal rate is, it
does not matter what we do to close
loopholes. Americans will know that
no matter what the rate is and no
matter what the state of the Tax
Code, they will not have to pay be-
cause other people are not paying.

Finally, I spent 5 years as a prosecu-
tor. I did not prosecute tax cases. 1
never have. But I prosecuted murder-
ers, rapists, armed robberies, grand
larcenies, organized crimes, and a host
of other cases.

I know because I have appeared in
front of judges and because I learned
it in law school that part of the theory
of eriminal justice and of the law is
that when necessary you use mitigat-
ing factors, when necessary leniency is
its own tool in the propagation of re-
spect for the law.

This is a classic example where this
has happened in State after State. It
has happened in New York, Illinois,
California, Massachusetts, Wisconsin,
Oklahoma, Minnesota, Colorado, Ari-
zona, Alabama, Missouri, Kansas,
Idaho, and North Dakota. We have a
ream of experience which shows that
respect for the law increases.

So I would ask my colleagues to
think carefully. This is an important
principle. If we vote for what my col-
league from Arkansas is asking for we
will be offered a choice between doing
nothing because we philosophically do
not agree with a notion of a partial
forgiveness or doing nothing because
we are going to leave the current

system in place.

(Mrs. KASSEBAUM assumed the
Chair.)

Mr. KERRY. I think the worker on
any assembly line in this country, any

honest taxpaying American who
knows others have cheated but now
are going to pay would be far happier
knowing that a system is finally being
put into place to put everybody back
on the rolls.

I think the message it sends about
fairness and enforcement is far, far
stronger than a simple messsage “We
don't like it, we are not going to do
anything,” because doing nothing
guarantees a continued decline in en-
forcement, a continued rise in the rev-
enue gap, and a continued sense of un-
fairness that people have about the
Tax Code.

Thank you, Madam President.
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Mr. BAUCUS addressed the Chair.

The PRESIDING OFFICER. The
Senator from Montana.

Mr. BAUCUS. Madam President, I
appreciate the remarks of the Senator
from Massachusetts. Because Senator
KERRY is from the State of Massachu-
setts, he thoroughly understands Mas-
sachusetts’ experience with a volun-
tary disclosure program in order to
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collect back taxes and collect bad
debts.

Massachusetts has been a leader in
this area. It was one of the first States
to enact provisions encouraging citi-
zens who have not paid their back
State taxes to come forward and pay.
That has happened not only in Massa-
chusetts, but in many States. Many
States have enacted voluntary disclo-
sure or amnesty provisions, to encour-
age their citizens to pay back taxes—
the State of California, for example,
and the State of Illinois. There are, I
think, Madam President, about 18
States in the last several years that
have enacted a program of this kind.

Why have they done so? They have
done so because back taxes have not
been paid by citizens of those States
and they have done so because it is a
program that works.

Madam President, it works very well.
At first there were many naysayers in
all these States. The naysayer says,
“No, it is a bad idea. It is not fair to
the honest taxpayer. It is not fair to
have some kind of voluntary disclosure
or amnesty provision where you waive
prosecution in order to get the dead-
beats in. It is not fair to the honest
taxpayers who pay their fair taxes.”

To the contrary, the fact is, that in
all these States public opinion polls
show that people like the program.
They like it because people have come
in and paid up and because, in all
these States, the programs have been
one-shot programs. They have not
gone on forever.

I think we should include the same
kind of provision in the Federal Tax
Code. I say so because there were $600
billion of uncollected Federal taxes in
the last 6 years. At the rate of $100
billion a year, we have accumulated
$600 billion of unpaid Federal income
taxes and other taxes. These are taxes
that are owed to the U.S. Government,
but have not been paid—$600 billion.
That, Madam President, is many times
the annual deficits we have had. We
could have a balanced budget if we
had collected those back taxes.

The question is: Is there a way to do
it, and how? Very essentially, the pro-
gram is this: First, we have to have
sticks—we have carrots, too, and I will
outline those—but first we have to
have sticks to encourage people to pay
their back taxes.

What are those sticks? The sticks
are greater penalties. The sticks are
more auditors. The present audit rate
of Federal tax returns is about 1.3 per-
cent, People are playing the audit lot-
tery. They are hoping they are not
going to get audited.

In order to encourage people to
come in, we are going to increase the
number of auditors, and tell people
that there is a greater chance you are
going to be audited, so you better
come 1n.
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Second, we are telling you that you
better pay your taxes because the pen-
alties are substantially increased.

We also have carrots. What is the
carrot? The carrot is if you come in
and pay all of your back taxes, all of
them, and if you pay interest on top of
your back taxes—that is the interest
that has accumulated because of the
amount of the back taxes have not
been paid—and if you pay, in addition,
civil penalties—which, by the way are
very substantial—then the Govern-
ment agrees to waive criminal prosecu-
tion.

Now, Madam President, those civil
penalties are very significant, and they
have to be paid in order to qualify. For
example, the civil penalties included in
this bill are 75 percent for tax evasion;
that is, 75 percent of your back taxes.
Also, the penalty for substantial un-
derreporting is 20 percent. The penal-
ty for not filing a return is 1 percent.

So, what it amounts to is this: If you
add up the back taxes that would have
to be paid, plus the interest, which
compounds, plus the penalties, that
taxpayer has to pay twice his back
taxes. That is what it all adds up to.
And if he does so, and if he has not
been notified that he is under investi-
gation, then he is entitled to a waiver.

Madam President, this has been la-
beled as an amnesty provision. This is
not amnesty.

What is amnesty? Amnesty is
pardon; forgiveness. The provision in
this bill provides that a taxpayer is
not excused of this liability to pay
back taxes. He has to pay all of his
back taxes.

Second, the taxpayer has to pay in-
terest on all the back taxes. That is
compounded, and adds up, over a
period of time, to be very substantial.

Third, the taxpayer has to pay the
civil penalties. That is very significant.
It almost has the effect of doubling
the amount of back taxes.

There is no amnesty here. It is a vol-
untary disclosure program where, if
you come in voluntarily and disclose,
and you pay everything you owe, then
Uncle Sam will waive criminal prosecu-
tion.

Madam President, this is very impor-
tant for another reason. Recent polls
show that one out of five Americns
admit to cheating on their income
taxes—one out of five, There are about
100 million taxpayers. So there are 20
million Americans out there who
admit they have not paid approxi-
mately $100 billion on a yearly basis.

We should bring them back into the
system on the condition that they pay
their back taxes, pay interest, and pay
their civil penalty. If so, they will not
be prosecuted.

I think, as a practical matter, this is
what is happening: A lot of Americans
have not paid their back taxes because
of the complexity of the code. The
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code has become so complex in the
last couple of years that Americans
think, by gosh, with all the loopholes
in the Tax Code, the other guy is not
paying his fair share, so Americans ra-
tionalize a little bit and say, “I will pay
my fair share, but I will fudge a little.”

The fact is a lot of Americans ration-
alize that fudging, rationalize underre-
porting, rationalize overdeducting, and
have not been paying their share and
now they are caught because they
know they are felons and have not
been living up to the tax laws.

I suggest that with the one-shot vol-
untary disclosure provision, because of
the amendment I am going to offer
now, that those Americans will want
to come in. They will not be afforded
the opportunity again, but at least
they have the opportunity now. Be-
cause they know, if they do not come
in now, with the increased auditors
and increased penalties, Uncle Sam
has a much better chance of getting
them.

Madam President, I would be the
first to admit that the voluntary dis-
closure provisions of the bill, although
they are very good, are not perfect. To
that end I have an amendment which
I will send to the desk. Let me just
briefly outline what this amendment
is

This amendment tightens up the
voluntary disclosure provisions of the
bill, to clarify several points that we
originally intended to leave to the
drafters of the implementing regula-
tions, but now will add to the statute.
Let me explain the changes.

First, the amendment requires that
in order for a taxpayer to qualify for
the voluntary disclosure provision, the
taxpayer has to report the source of
the income. The point is to address
the potential case where a drug dealer
comes in and he pays all the penalties,
and so forth, but the eriminal prosecu-
tion of the tax provision only is
waived. Well, in order to make sure
that the drug dealer could still be
prosecuted under all the drug laws, we
require, under this amendment, that
the source of the income must be spe-
cifically indicated in order to even po-
tentially qualify for voluntary disclo-
sure.

Second, income from illegal activity
does not qualify; that is, if a taxpayer
has income from illegal activity, he is
not entitled to the voluntary disclo-
sure provisions of the bill.

Third, obviously, no fraud is allowed.
I think that goes without saying. If a
taxpayer comes in and falsely repre-
sents a source of income and attempts
to get voluntary disclosure, it could
then be revoked.

In addition, there is a 2-year sunset
provision. That makes sure that this is
a temporary program. It sunsets after
2 years in order to get the ‘bulk of

American taxpayers who have not
paid back taxes. This, I think, fits in
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very nicely, Madam President, with
the tax reform bill, which is a tax sim-
plification bill.

Overall, this tax reform bill will in-
crease Americans’ confidence in the
code. They will be less likely to ration-
alize, to fudge, to shave, to cut corners,
because they know, if we pass this tax
simplification bill, that everybody is
more likely paying their fair share of
taxes.

So I think it is part and parcel of tax
reform.

There are a couple of other tighten-
ing provisions. But essentially that is
what it is.

AMENDMENT NO. 2145 TO AMENDMENT NO. 2143
AS MODIFIED

Madam President, I now send the
amendment to the desk, and ask for its
immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The clerk read as follows:

The Senator from Montana [Mr. Bavcus]
proposes an amendment numbered 2145 to
amendment numbered 2143.

Mr. BUMPERS. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

In lieu of the matter proposed to be in-
serted, insert the following:

SEC. 559. VOLUNTARY DISCLOSURE POLICY.

(a) In GENERAL.—Except as provided in
subsection (b), in the case of any violation
of any tax law for any taxable period, the
taxpayer shall not be liable for any Federal
criminal penalty relating to tax administra-
tion under section 6103(b)(4) of the Internal
Revenue Code of 1954 with respect to such
violation if full disclosure of such violation,
and the source of the income with respect to
such violation, is made to the Secretary of
the Treasury or his designee before notice
of an inquiry or investigation into the tax-
payer's tax affairs is given to the taxpayer
(or a related party) by the Internal Revenue
Service, any other law enforcement agency,
or any tax administration agency.

(b) SpecrFic ExcepTiOoNs.—Subsection (a)
shall not apply to any violation—

(1) of the National Firearms Act,

(2) related to income resulting from an
action that is a violation of Federal, State,
or local law (other than tax law), or

(3) with respect to which the taxpayer
made any representation pursuant to an ap-
plication for relief under this section which
is false or fraudulent in an material respect.

(c) REcULATIONS To IMPLEMENT PoOLICY.—
Subsection (a) shall take effect upon the is-
suance by the Secretary of the Treasury or
his delegate of such regulations as may be
necessary or appropriate to carry out the
purposes of such subsection. Such regula-
tions shall be issued no later than January
1, 1987, and may provide that subsection (a)
not apply to certain categories of persons.
Subsection (a) shall not apply after the date
which is 2 years after the date of the issu-
ance of such regulations. In no event shall
subsection (a) apply unless section 9505 of
the Internal Revenue Code is in effect.

(d) REGULATIONS TO IMPLEMENT POLICY.—
Subsection (a) shall take effect upon the is-
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suance by the Secretary of the Treasury or
his delegate of such regulations as may be
necessary or appropriate to carry out the
purposes of such subsection. Such regula-
tions shall be issued no later than January
1, 1987, and may provide that subsection (a)
not apply to certain categories of persons.

{e) PuBLiciTY CAMPAIGN FOR VOLUNTARY
DiscLosure PoLicy, ETc.—

(1) In ceENErRAL—The Secretary of the
Treasury shall supplement existing taxpay-
er service programs with a comprehensive
publicity campaign concerning the provi-
sions of subsection (a) and a public relations
program to restore public confidence in the
Federal tax system.

(2) PUBLICITY CAMPAIGN TECHNIQUES.—The
publicity campaign shall include public
press releases, annual notices to taxpayers,
and notices in Internal Revenue Service
publications for general public usage.

Mr. BUMPERS. Madam President, I
yield to the majority leader.

Mr. DOLE. Madam President, I
think we are going to have a vote here
momentarily. We are going to try to
restrict that vote to a 15-minute vote.
If there is a second vote, it will follow
immediately, and after these two
votes, I think there will be no further
rollcall votes today. We would like to
do more business today.

Mr. BUMPERS. Madam President, I
yield to the Senator from Montana for
an additional comment without losing
my right to the floor.

Mr. BAUCUS. Madam President, the
essential thrust of this amendment is
to tighten up the existing voluntary
disclosure in the law today, as well as
tighten up the voluntary disclosure
provisions in the bill. There is a volun-
tary disclosure policy in effect today.
The IRS practices the very same pro-
visions that we are addressing both in
the bill and by my amendment. My
amendment tightens up present prac-
tice, because it sunsets it.

There is an involuntary IRS volun-
tary disclosure program right now. We
tighten it up by sunsetting. We also
tighten it up by requiring the taxpay-
er to report the source of the income.
We also tighten it up because we say if
a taxpayer engages in fraudulent in-
formation and tries to qualify, the
waiver no longer applies.

There are other tightening provi-
sions which we do not have time to en-
numerate here. But the thrust of this
amendment is to tighten up the volun-
tary disclosure provisions that already
exist as IRS policy today and tighten
up the voluntary disclosure provisions
that are in the bill.

Mr. BRADLEY. Mr. President, I will
not oppose the amendment offered by
the Senator from Montana, Mr.
Baucus. I am pleased that he has
modified his amendment, at my sug-
gestion, to tighten the scope and dura-
tion of voluntary disclosure. As modi-
fied, the amendment would make im-
plementation of voluntary disclosure
and immunity from criminal penalties
contingent upon appropriation of an
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additional $200 million for IRS en-
forcement activities. It would also
make the provision inapplicable to
income from illegal sources and limit
immunity from criminal penalties to a
2-year period. These modifications
make it more likely that the voluntary
disclosure provision will achieve its
stated objective of fostering compli-
ance with our tax laws. It is only be-
cause the Senator has accepted these
tightening modifications that I will
not oppose it. The amendment makes
a bad amendment less bad.

Notwithstanding these improve-
ments, the concept of immunity from
criminal penalties is very troubling to
me. I have always opposed Federal tax
amnesty proposals because I believe
they undermine people’s respect for
the integrity of our tax laws. Amnesty
sends the wrong message to the vast
majority of taxpayers who voluntarily
comply. Accordingly, it would not dis-
tress me if the amendment to strike
the voluntary disclosure provisions
were to prevail. If it does not, I would
hope that the conferees would not in-
clude any form of tax amnesty in the
conference report.

Mr. BUMPERS. Madam President, I
move to table the amendment and ask
for the yeas and nays.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.

The PRESIDING OFFICER. The
question is on agreeing to the motion
of the Senator from Arkansas to lay
on the table the amendment of the
Senator from Montana. On this ques-
tion, the yeas and nays have been or-
dered, and the clerk will call the roll.

The assistant legislative clerk called
the roll.

Mr. SIMPSON. I announce that the
Senator from Rhode Island [Mr.
CHAFEE], the Senator from Utah [Mr.
GaRrN], the Senator from Arizona [Mr.
GoLDWATER], the Senator from Texas
[Mr. Gramm], the Senator from Flori-
da [Mrs. HAwWKINS], the Senator from
Nevada [Mr. HEcHT], the Senator from
New Hampshire [Mr. HUMPHREY], the
Senator from Nevada [Mr. LaxavrTtl,
the Senator from Idaho [Mr.
McCLurel, the Senator from Alaska
[Mr. MurKowsKI1], the Senator from
Idaho [Mr. Symms], the Senator from
Wyoming [Mr. WaLLoP], and the Sena-
tor from Connecticut [Mr. WEICKER],
are necessarily absent.

Mr. BYRD. I announce that the
Senator from Texas [Mr. BENTSEN],
the Senator from California [Mr.
CransTON], the Senator from Illinois
[Mr. Dixon], the Senator from New
Jersey [Mr. LAUTENBERG], and the Sen-
ator from Vermont [Mr. LEaHY] are
necessarily absent.

I further announce that, if present
and voting, the Senator from Illinois
[Mr. Dixon] would vote nay.
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The PRESIDING OFFICER. Are
there any other Senators in the Cham-
ber who desire to vote?

The result was announced—yeas 41,
nays 41, as follows:

[Rollcall Vote No. 144 Leg.]
YEAS—41

Exon
Ford
Glenn
Grassley
Harkin
Hart
Heinz
Helms
Hollings
Inouye
Levin
Lugar
Mattingly
MecConnell

NAYS—41

Hatch
Hatfield
Heflin
Johnston
Kassebaum
Kasten
Kennedy
Kerry
Long
Mathias
Matsunaga
Melcher
Mitchell
Moynihan

NOT VOTING—18

Gramm Leahy
Hawkins McClure
Hecht Murkowski
Humphrey Symms
Garn Lautenberg Wallop
Goldwater Laxalt Weicker

So the motion to table amendment
No. 2145 was rejected.
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Mr. LONG addressed the Chair.

The PRESIDING OFFICER. The
Senator from Louisiana.

Mr. LONG. Madam President, I was
not in the previous discussion, but let
me say the Baucus amendment is basi-
cally the committee position. The
Baucus proposal merely codifies what
we believe, that someone seeking such
amnesty as the law provides should
not have his case decided on a case-by-
case basis. There ought to be some
language in the law so he can see what
his position is. That is basically what
the Baucus amendment does. I think
we ought to agree to the Baucus
amendment.

The PRESIDING OFFICER. The
gquestion is on agreeing to the second-
degree amendment.

Mr. BUMPERS addressed the Chair.

The PRESIDING OFFICER. The
Senator from Arkansas.

Mr. BUMPERS. A parliamentary in-

Abdnor
Armstrong
Bumpers
Byrd
Chiles
Cochran
Cohen
Danforth
DeConcini
Dodd

Metzenbaum
Pressler
Proxmire
Pryor
Quayle
Rockefeller
Rudman
Sarbanes
Sasser
Simon
Specter
Wilson
Zorinsky

Dole
Durenberger
Eagleton
East

Nickles
Nunn
Packwood
Pell
Riegle
Roth
Simpson
Stafford
Stennis
Stevens
Thurmond
Trible
Warner

Andrews
Baucus
Biden
Bingaman
Boren
Boschwitz
Bradley
Burdick
D'Amato
Denton
Domenici
Evans
Gore
Gorton

Bentsen
Chafee
Cranston
Dixon

quiry.

The PRESIDING OFFICER. The
Senator will state it.

Mr. BUMPERS. Since the motion to
table was defeated and the Baucus
amendment is an amendment to strike
and insert the following language and
the intent of the Bumpers amendment
is to strike the tax amnesty provision
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in the bill, now the vote recurs on the
Bumpers amendment. Is the effect of
that to strike both the tax amnesty
provision in the bill and the modifica-
tion of the Senator from Montana?
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The PRESIDING OFFICER. The
second-degree amendment of the Sen-
ator from Montana has not been
agreed to yet. The effect of it would be
to reinsert the committee’s position.

Mr. BUMPERS. I am sorry, Madam
President; I did not understand that.

The PRESIDING OFFICER. The
Baucus amendment with its modifica-
tions reinserts the committee’s posi-
tion.

Mr. BUMPERS. If the Baucus
amendment is agreed to, then would
the Bumpers amendment on the next
vote simply strike the Baucus amend-
ment as well as the language of the
bill?

The PRESIDING OFFICER. The
language of the Baucus amendment
would replace the language of the
Bumpers amendment.

Mr. BUMPERS. So that if his
amendment is adopted and the Bump-
ers amendment is adopted, then we
have tax amnesty as modified by the
Baucus amendment?

The PRESIDING OFFICER. Yes.
The Senator is correct.

Mr. PACKWOOD. Yeas and nays.

The PRESIDING OFFICER. The
question is now on agreeing to the
amendment of the Senator from Mon-
tana, the Baucus amendment.

Mr. DOLE. Madam President, I ask
for the yeas and nays.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.

The clerk will call the roll.

The bill clerk called the roll.

Mr. SIMPSON. I announce that the
Senator from Rhode Island [Mr.
CHAFEE], the Senator from Utah [Mr.
Garn], the Senator from Texas [Mr.
Gramm], the Senator from Florida
[Mrs. Hawkins], the Senator from
Nevada [Mr. HecHT], the Senator from
New Hampshire [Mr. HuUMPHREY], the
Senator from Idaho [Mr. McCLURE],
the Senator from Alaska [Mr. MUR-
KowsK1l, the Senator from Idaho [Mr.
Symms], the Senator from Wyoming
[Mr. WaLLor], and the Senator from
Connecticut [Mr. WEICKER], are neces-
sarily absent.

Mr. BYRD. I announce that the
Senator from Texas [Mr. BENTSEN],
the Senator from Florida [Mr.
CHiLEs], the Senator from California
[Mr. CransTON], the Senator from Illi-
nois [Mr. Dixon], the Senator from
New Jersey [Mr. LAUTENBERG], and the
Senator from Vermont [Mr. LEAHY],
are necessarily absent.
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I further announce that, if present
and voting, the Senator from Illinois
[Mr. Dixon] would vote “yea.”

The PRESIDING OFFICER (Mr.
GORTON). Are there any other Sena-
tors in the Chamber who desire to
vote?

The result was announced—yeas 40,
nays 43, as follows:

[Rollcall Vote No. 145 Leg.]
YEAS—40

Gorton
Grassley
Hatfield
Heflin
Johnston
Kassebaum
Kasten
Kennedy
Kerry
Long
Matsunaga
Melcher
Mitchell
Moynihan

NAYS—43

Glenn
Harkin
Hart
Hatch
Heinz
Helms
Hollings
Inouye
Laxalt
Levin
Lugar
Mathias
Mattingly
McConnell
Metzenbaum

NOT VOTING—17

MeClure
Murkowski
Symms
‘Wallop
Weicker

Nickles
Nunn
Packwood
Pell

Roth
Simpson
Stafford
Stennis
Stevens
Thurmond
Trible
Warner

Andrews
Baucus
Biden
Bingaman
Boren
Boschwitz
Bradley
Burdick
D’Amato
Denton
Domenici
Evans
Goldwater
Gore

Pressler
Proxmire
Pryor
Quayle
Riegle
Rockefeller
Rudman
Sarbanes
Sasser
Simon
Specter
Wilson
Zorinsky

Durenberger
Eagleton
East

Exon
Ford

Gramm
Hawkins
Hecht
Humphrey
Lautenberg
Leahy

So the amendment (No. 2145) was
rejected.

Bentsen
Chafee
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AMENDMENT NO. 2143

The PRESIDING OFFICER. The
question recurs on the amendment of
the Senator from Arkansas [Mr.
BumpeRrs], the Senator from Georgia
[Mr. MarTINGLY], and the Senator
from Ohio [Mr. METZENBAUM].

The amendment (No. 2143)
agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. RIEGLE. Mr. President, I move
to lay that motion on the table.

The motion to lay on the table was
agreed to.

was

AMENDMENT NO. 21486
(Purpose: To clarify the provisions of the

Tax Reform Act of 1984 relating to obliga-

tions directly or indirectly guaranteed by

the Federal Government)

Mr. GORE. Mr. President, I have an
amendment that I send to the desk
and ask for its immediate consider-
ation.

Mr. DOLE. Mr. President, will the
Senator from Tennessee yield?
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Mr. GORE. I am delighted to yield.

Mr. DOLE. Mr. President, let me in-
dicate there will be no more rollcall
votes, but the managers would like to
dispose of 20 to 30 of the amendments
yet this afternoon.

So 1 urge my colleagues to stick
around if you have amendments to be
disposed of by voice vote,

The PRESIDING OFFICER. The
clerk will report the amendment of
the Senator from Tennessee.

The legislative clerk read as follows:

The Senator from Tennessee [Mr. GORE]
proposes an amendment numbered 2146.

Mr. GORE. Mr. President, I ask
unanimous consent that the reading of
the amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

On page 2710, line 22, strike out “or”.

On page 2711, line 11, strike out the
period and insert in lieu thereof a comma
and “or”.

On page 2711, between lines 11 and 12,
insgrtilf,he following new subparagraph:

(D) if—

(i) such facility is a thermal transfer facil-
ity,

(ii) is to be built and operated by the Elk
Regional Resource Authority, and

(iii) is to be on land leased from the
United States Air Force at Arnold Engineer-
ing Development Center near Tullahoma,
Tennessee.

On page 2712, between lines 2 and 3,
insert the following new subparagraph:

(D) In the case of a solid waste disposal fa-
cility described in paragraph (2)(D), the ag-
gregate face amount of obligations to which
paragraph (1) applies shall not exceed
$25,000,000.

Mr. GORE. Mr. President, this
amendment has been accepted by the
manager of the bill and the ranking
minority member.

Mr. LONG. Mr. President, may we
have order?

The PRESIDING OFFICER. The
Senate will be in order. The Chair
cannot hear and the Members cannot
hear.

Mr. GORE. Mr. President, I will not
belabor this. It has been accepted by
the chairman of the committee and
the ranking minority member. If I
could explain it just briefly, it is a
technical amendment, not a transition
amendment. There are five counties in
southern middle Tennessee that have
been trying for 8 years to put together
one of these facilities that burns solid
waste to create steam, and one of the
customers for the steam is an Air
Force facility. It is not a take-or-pay
contract. It is a normal contract of the
kind that they are entering into in
these kinds of facilities all over the
country.

But there is a danger, according to
their bond counsel, that this formal
contract could be construed as a Gov-
ernment guarantee of the kind that
would prevent them from getting the
favorable tax treatment on their
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bonds the same as all other such facili-
ties get.

Everybody who has looked at it on
the committee agrees that it is techni-
cal in nature, it is designed to clarify
what the intent of the law really is to
begin with, the 1984 law, and as a
result I would ask my colleagues to ap-
prove it.

Mr. LONG. Mr. President, will the
Senator yield?

Mr. GORE. 1 yield to the Senator
from Louisiana.

Mr. LONG. Mr. President, I person-
ally favor the amendment and I am
sure the chairman of the committee
favors the amendment. I think this is
one that, when it comes to the vote, he
will have the majority of the vote for
it.

There is an absent Senator who ap-
parently opposes the amendment and
is not here at this point. On his behalf
I have to insist that this amendment
go over. If he wants a vote on it then
we can vote on it Tuesday. At any rate,
I would be glad to give the Senator the.
name of the Senator and what the
problem is. But since that Senator is
not here and he is absent and would
oppose the amendment, I have no
choice but to ask the Senator that he
hold the amendment over and bring it
up at a time when we can have a roll-
call vote on it if need be.

I assure him I will vote for his
amendment.

Mr. PACKWOOD. Mr. President, let
me indicate what is happening to the
Senator from Tennessee. We are
taking no transitional rules. One of
the Senators out here thinks this is a
transitional rule. We did not think it
is. If he were here, he wants to argue
it is a transitional.

Because I indicated any Senator who
thought something was a transition
rule, I will hold it over.

I did not have a chance to tell the
Senator that. I just found out about
this in the last 3 or 4 minutes.

Mr. GORE. Mr. President, I ask
unanimous consent that the vote on
this amendment be deferred until a
point prior to the passage of the bill
Monday or Tuesday.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. PACKWOOD. Mr. President, I
suggest the absence of a quorum.

The PRESIDING OFFICER (Mr.
GrassLEY). The clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. GORTON. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.
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AMENDMENT NO. 2147

(Purpose: To amend the Internal Revenue
Code of 1954 to provide tax-exempt status
for organizations which assist in introduc-
ing into public use technology developed
by qualified organizations)

Mr. GORTON. Mr. President, I send
an amendment to the desk and ask for
its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:

The Senator from Washington [Mr.
g}?‘l}r‘rmv] proposes an amendment numbered

147.

Mr. GORTON. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

On page 2207, before line 14, insert the
following new subsection:

(e) Tax-ExEMPT STATUS FOR ORGANIZA-
TIoNs INTRODUCING INTO PuBLIic Use TECH-
NOLOGY DEVELOPED BY QUALIFIED ORGANIZA-
TIONS.—

(1) INn cENERAL.—Section 501 (relating to
exemption from tax on corporations, certain
trusts, ete.) is amended—

(A) by redesignating subsection (m) as
subsection (n), and

(B) by inserting after subsection (1) the
following new subsection:

“(m) ORGANIZATIONS INTRODUCING INTO
PusrLic Usg TECHNOLOGY DEVELOPED BY
QUALIFIED ORGANIZATIONS.—

“(1) In GENERAL.—For purposes of this
title, an organization shall be treated as an
organization organized and operated exclu-
sively for charitable purposes if such organi-
zation—

“(A) is organized and operated exclusive-
ly—

“(1) to provide for (directly or by arrang-
ing for and supervising the performance by
independent contractors)—

“(I) reviewing technology disclosures from
qualified organizations,

“(I1) obtaining protection for such tech-
nology through patents, copyrights, or
other means, and

““(III) licensing, sale, or other exploitation
of such technology,

“(ii) to distribute the income therefrom,
after payment of expenses and other
amounts agreed upon with originating quali-
fied organizations, to such gqualified organi-
zations, and

“(iii) to make research grants to such
qualified organizations,

“(B) regularly provides the services and
research grants described in subparagraph
(A) exclusively to 1 or more qualified orga-
nizations, except that research grants may
be made to such qualified organizations
through an organization which is controlled
by 1 or more organizations each of which—

“({) is an organization desecribed in subsec-
tion (c)3) or the income of which is ex-
cluded from taxation under section 115, and

“(ii) may be a recipient of the services or
research grants described in subparagraph
(A), and

“(C) derives at least 80 percent of its gross
revenues from providing services to quali-
fied organizations located in the same state
as the state in which such organization has
its principal office; and was incorporated on

July 20, 1981.
“(2) QUALIFIED ORGANIZATIONS.—FoOr pur-

poses of this subsection, the term ‘qualified
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organization’ has the same meaning given to
such term by section 30(e)(6).”

On page 2207, line 14, strike out “(e)"” and
insert in lieu thereof “(f)".
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Mr. GORTON. Mr. President, this
amendment will clarify the tax status
of a nonprofit organization that assists
in taking technology out of university
laboratories and transferring it to in-
dustry and commerce. Clarifying the
tax status of this organization will en-
courage and stimulate the transfer of
technology so that the economy and
the public will have the benefits to be
derived from new products.

The need for practical transfer of re-
search results to the marketplace ap-
pears to be greater than ever. The
President’s Commission on Industrial
Competitiveness has warned that the
United States is losing its ability to
compete in world markets. The Com-
mission’s 1985 report notes that the
United States had lost world market
share in 7 out of 10 high-technology
sectors.

Although foreign trade barriers have
contributed to this decline, the com-
mission stated that a basic problem is
the failure of American high technolo-
gy companies to translate new tech-
nology consistently into competitive
products. The Commission also noted
that the United States has failed to
provide its own technologies to manu-
facturing. Robotics, automation, and
statistical quality control were all first
developed in the United States, but in
recent years, they have been more ef-
fectively applied in other countries.

The Subcommittee on Science, Tech-
nology, and Space held hearings on
technology transfer last year. During
the course of those hearings, we
learned of the development of new in-
stitutions aimed at bringing technolo-
gy out of the laboratory. Cooperative
service organizations represent one
such promising new institution. These
privately funded nonprofit organiza-
tions form a necesary link in the proc-
ess of effectively bringing technology
out of our Nation’s laboratories by
identifying and commercializing new
technology. They license new technol-
ogies, help form startup companies,
and assist in establishing research and
development partnerships.

A recent Tax Court decision, howev-
er, threatens to cut off this innovative
mechanism for promoting technology
transfer in my home State of Wash-
ington. This amendment takes a step
toward improving our Nation's ability
to transfer technology by clarifying
the status of a privately-funded non-
profit organization working with the
University of Washington. This clarifi-
cation will promote the development
of this cooperative service organiza-
tion, and help ensure that our Nation
remains on the cutting edge of techno-

logical change.
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It is as narrow as it is, Mr. President,
because of certain concerns on the
part of the distinguished Senator from
Connecticut, Senator WEICKER. It has
been checked with the majority staff
and with the minority staff and has
been, I believe, approved by both.

Mr. PACKWOOD. Mr. President, I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. GORTON. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. PACKWOOD. Mr. President,
the reason I asked for a temporary
delay is that I had a mistaken impres-
sion of what the revenue impact was. I
was wrong. I have no objection to the
amendment.

The PRESIDING OFFICER. Is
there further discussion on the
amendment?

Mr. BRADLEY. Mr. President, as 1
understand it, this amendment over-
rules a Tax Court case that said that
this entity could be tax exempt.

Mr. GORTON. The Senator is cor-
rect.

Mr. BRADLEY. And that this would
allow them to be tax exempt and
engage in the marketing of patents.

Mr. GORTON. Yes; the Senator is
correct.

All of the profits from the founda-
tion will go to the University of Wash-
ington which is, of course, a tax-
exempt organization itself, or to schol-
arships and fellowships for that or
other universities.

Mr. BRADLEY. Does this apply to
any other university, other than the
University of Washington?

Mr. GORTON., It does not, I tell my
colleague from New Jersey, because of
concerns about a generic bill which
this Senator introduced, which would
have general applicability, concerns
expressed by the Senator from Con-
necticut, who wanted hearings on that
bill before it was generally applicable.

Mr. BRADLEY. So, to your knowl-
edge, no other university is able to
market their patents as a tax-exempt
entity?

Mr. GORTON. That is not quite cor-
rect. When this organization or foun-
dation was put together, it had only
very slight differences, as I understand
it, from a number of similar founda-
tions which are engaged in this kind of
efforts which are tax-exempt.

Mr. BRADLEY. So, to your knowl-
edge, no other university uses a
501(c)3 to market patents?

Mr. GORTON. I believe so.

The PRESIDING OFFICER. Is
there further discussion on this
amendment?
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Mr. BRADLEY. One last question.
Do you know what the revenue impact
of this amendment is?

Mr. GORTON. As far as I know, I
would tell my colleague, it is minimal
or would almost be nonexistent, but
the organization could not exist with-
out it.

The PRESIDING OFFICER. Is
there further discussion on the
amendment? If not, the discussion is
on agreeing to the amendment.

The amendment (No. 2147) was
agreed to.

Mr. DOLE. I move to reconsider the
vote by which the amendment was
agreed to.

Mr. GORTON. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. DOLE. Mr. President, we are
calling Members on this side to en-
courage them to come to the floor. I
hope that the managers can dispose of
another 8 or 10, or more, amendments.
I have a feeling that, come Tuesday,
about 3 o'clock, about 50 Members
who did not show up today or will not
show up on Monday will be demanding
time to debate their amendments and
we could extend that final passage
from 4 o’clock. It could be midnight on
Tuesday.

I know that there are a number of
our colleagues who cannot be here
beyond 6 p.m. on Tuesday. So I hope
that those who are really serious
about their amendments will come to
the floor this afternoon and cooperate
with the manager. If there are yeas
and nays ordered, the votes on the
amendment will be postponed until
early Tuesday morning.

I suggest the absence of a quorum.

The PRESIDING OFFICER (Mr.
GorTON). The clerk will call the roll.

The legislative clerk proceeded to
call the roll.
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Mr. GORE. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

AMENDMENT NO. 2146

Mr. GORE. Mr. President, I have an
amendment that was previously sent
to the desk, and I am informed that
the Senator who was absent and had
raised a question about it has now
signed off on it. I do not think any-
thing else needs to be said about it.
But I ask for a vote on it, not a record
vote unless somebody else wants one. I
ask that we just go ahead and agree to
it at this point.

The PRESIDING OFFICER. The
Senator from Louisiana.

Mr. LONG. Mr. President, the Sena-
tor is correct. As far as I am con-
cerned, I am ready to have a vote.
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Mr. PACKWOOD. I agree. It has
been cleared. That is fine with me, Mr.
President.

Mr. GORE. This amendment which
my colleague, the senior Senator from
Tennessee, and I are offering will
enable five Tennessee counties to re-
ceive tax exempt bonds to build a
thermal transfer facility on property
leased from the U.S. Air Force near
Tullahoma, TN. The purpose of this
amendment is to clarify that the con-
tract which this faeility will have with
the Air Force for steam produced at
the facility does not constitute a Fed-
eral guarantee under section 103(h) of
the Internal Revenue Code of 1984.

Five counties in middle Tennessee,
Bedford, Coffee, Lincoln, Franklin,
Lincoln, and Moore, have formed the
Elk Resource Authority to build and
operate this facility. Officials from
these counties are to be congratulated
for having developed an innovative so-
lution to solid waste disposal with this
project, and we are grateful for the op-
portunity to help make it a reality.

I want to emphasize that this
amendment is not a transition rule,
and it has been cleared by all interest-
ed parties. My colleague from Tennes-
see and I deeply appreciate the will-
ingness of the chairman, the ranking
minority member of the Finance Com-
mittee, the Senator from Ohio, and
other interested parties to accept this
technical amendment.

Mr. SASSER. The amendment that
my colleague from Tennessee and I
are offering makes technical correc-
tions in the committee bill which
affect a significant project in Tennes-
see, We are not offering a transitional
rule amendment. Our amendment has
therefore been cleared by all interest-
ed parties, including the Senator from
Ohio.

Our amendment deals with a ther-
mal transfer facility. Local officials in
five Tennessee counties joined togeth-
er to form the Elk Resource Author-
ity. These officials from Bedford,
Coffee, Lincoln, Franklin, and Moore
Counties banded together on this im-
portant project which will benefit
their area.

The purpose of the Elk Resource
Authority is to build and operate a
thermal transfer facility on property
leased from the U.S. Air Force at
Arnold Engineering Development
Center near Tullahoma, TN. This fa-
cility will produce steam for purchase
by the Air Force at Arnold.

This project is particularly attrac-
tive as it produces steam in an effec-
tive and environmentally sound
manner. Solid waste is brought to the
facility from throughout the region.
This waste is then disposed of and in
the process, energy is recovered in the
form of steam. This steam will then be
sold to the Air Force for its energy
needs.
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This environmentally attractive
project is dependent upon tax exempt
financing to become a reality. Local
government officials have expressed
concern to me that this tax reform bill
threatens the availability of this
needed financing. My colleague and I
share their concern and offer our
amendment to ensure that this very
worthy project can go forward.

The PRESIDING OFFICER. Is
there further debate on the amend-
ment? If not, the question is on agree-
ing to the amendment of the Senator
from Tennessee.

The amendment (No.
agreed to.

Mr. GORE. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

Mr. LONG. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. LONG. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

2146) was

0O 1540

Mr. GRASSLEY. Mr. President, I
ask unanimous consent that the order
for a quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

AMENDMENT NO, 2148
Mr. GRASSLEY. Mr. President, I
send an amendment to the desk and
ask for its immediate consideration.
The PRESIDING OFFICER. The
clerk will report.
The legislative clerk read as follows:

The Senator from Iowa [Mr. GRASSLEY],
for himself and Mr. DoLE, proposes an
amendment numbered 2148,

Mr. GRASSLEY. Mr. President, I
ask unanimous consent that further
reading of the amendment be dis-
pensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

On page 1515, between lines 21 and 22,
insert:

(16) CERTAIN TRUCKS.—The amendments
made by section 271 shall not apply to
trucks, tractor units, and trailers which a
privately held truck leasing company head-
quartered in Des Moines, Iowa, contracted
to purchase in September 1985.

On page 1509, between lines 21 and 22
insert:

Paragraph (5) of section 202(d) is amend-
ed by adding at the end thereof new sub-
paragraph (o) as follows—

(o) A project is described in this para-
graph if—

(i) a commitment letter was entered into
with a financial institution on January 23,
1986 for the financing of the project,

(ii) the project involves inter-city commu-
nication links (including microwave and
fiber optics communications systems and re-
lated property),
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(iif) the project consists of communica-
tions links between—

(a) Omaha, Nebraska and Council Bluffs,
Iowa,

(b) Waterloo, Iowa and Sioux City, Iowa,

(c) Davenport, Iowa and Springfield, Illi-
nois, and

(iv) the estimated cost of such project is
approximately $13,000,000.

Mr. GRASSLEY. Mr. President, this
amendment deals with two instances
that the committee meant to include
in the original bill that were inadvert-
ently left out. If there is any further
clarification which needs to be done, 1
will ask the chairman of the commit-
tee to do that. I ask for the consider-
ation of these amendments at this
time.

Mr. President, I suggest the absence
of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded fo
call the roll.

Mr. PACKWOOD. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. PACKWOOD. Mr. President,
the amendment of the Senator from
Iowa has two parts, one relating to a
company called Teleconnect.

We thought in the drafting of the
bill that Teleconnect was covered in
the transition of the bill because we
covered a larger company, of which we
thought Teleconnect was a part. I
think it is a technical drafting error,
why Teleconnect was not covered.

The other involved Ruan Trucking.
At about 9 o'clcock at night on the
night we were drafting the bill, we re-
ceived final information and intended
that Ruan be in the bill. The bill was
filed at noon the next day and it was
not. Someplace between our commit-
tee and the joint committee which was
doing the final costing it was dropped
out.

Mr. President, I have no other expla-
nation for it but that. It was our inten-
tion that it be in.

The PRESIDING OFFICER. Is
there further debate on the amend-
ment? If not, the question is—

Mr. BRADLEY addressed the Chair.

The PRESIDING OFFICER. The
Senator from New Jersey.

Mr. BRADLEY. Mr. President, I
report there is a strong objection on
this side to the amendment. There-
fore, I object. I have to suggest that
the Senator withdraw it until a certain
Senator can be consulted in terms of
his personally coming to the floor, or
until he removes his objection.

Mr. President, I suggest the absence
of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.
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Mr. MOYNIHAN. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER (Mr.
McConnNEeLL). Without objection, it is
so ordered.

Mr. MOYNIHAN. Mr. President, I
say to the chairman of the Finance
Committee, Senator PAckwoob, that I
believe the Finance Committee made
important and commendable reforms
in the area of international taxation.
But I do want to clarify a few points
concerning international banking.

To limit potential abuses, the com-
mittee defined “bona fide” banking in
the international context. A bona fide
bank is defined as one which regularly
and continually conducts with unrelat-
ed parties at least one of several tradi-
tonal banking activities, such as taking
deposits from the public, making loans
to the public, and so on. It also must
do so on a “substantial” basis. Al-
though the “substantial” test is draft-
ed in a complex manner, I assume it is
obvious that the committee did not
intend it to undercut the definition I
just described. Thus, for example, a
bank the liabilities of which consist
substantially of deposits from the
public will not be disqualified if some
of its assets are not loans to the
public, so long as it does regularly and
continually make loans to the public.
Similarly, a bank the significant ma-
jority of the income of which is de-
rived from loans to the public will not
be disqualified because it has substan-
tial shareholder equity, so long as it
actively, regularly and continually so-
licits deposits from the public.

Mr. PACKWOOD. The Senator is
correct.

Mr. MOYNIHAN. Am I also correct
that the term “public” for this pur-
pose means unrelated individuals, cor-
porations, governments, banks, and
other entities?

Mr. PACKWOOD. Yes, the Senator
is correct, assuming, of course, that he
is talking about broad multiple public
dealings, rather than a single or limit-
ed number of dealings with unrelated
entities.

Mr. MOYNIHAN. I thank the chair-
man.

I would also like to ask about the
committee report on bona fide bank-
ing. The report states that loans will
not be treated as loans if they are ne-
gotiated by another. I understand this
was meant to prevent passive buying
of receivables and so on. I assume it
was not meant to preclude bank-to-
bank participations entered into in the
normal course of business. Participa-
tions are a prevalent form of lending
in both domestic and international
banking. They occur when a lead bank
“lays off” a portion of a large loan to a
group of participating banks. The par-
ticipating banks investigate, independ-
ent of the lead bank, the credit of the
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borrower, and are fully subject to the
credit risk presented by the borrower.
They typically are not guaranteed in
any way by the lead bank. This is one
of the few ways large credit facilities
can be put together, and it prudently
reduces the exposure of any one bank.

Mr. PACKWOOD. The Senator is
correct. The committee report lan-
guage was not intended to preclude
bank-to-bank participations where the
participating bank is in fact at risk
with regard to the borrower and per-
forms other traditional banking activi-
ties, such as investigating the credit of
the borrowers, in connection with the
transactions.

Mr. MOYNIHAN. I thank the chair-
man.

My final question relates to the
third test of bona fide banking, which
involves the international capital mar-
kets. The proposed statutory language
refers to underwriters of initial issues
and brokers. I assume that an active
dealer in securities in the secondary
market, who purchases debt obliga-
tions for public resale and distribution
in the international capital markets,
also meets this test?

Mr. PACKWOOD. The Senator is
correct.

Mr. MOYNIHAN. I thank the chair-
man.

Mr. President, I suggest the absence
of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.
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Mr. MOYNIHAN. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. MOYNIHAN. Mr. President, I
ask unanimous consent that I might
proceed for 90 seconds as though in
morning business.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

ALAN EMORY'S PHILIPPINES
COVERAGE

Mr. MOYNIHAN. Mr. President, in
addition to its distinction as one of the
Nation’s finest regional newspapers,
the Watertown Daily Times also em-
ploys as its Washington correspondent
the respected dean of the New York
press corps, Alan Emory. On occasion,
Mr. Emory is dispatched to distant
places to bring home to his readers,
and they are far and wide in New
York, not only in northern New York,
his own unique perspective on world
affairs. Such was the case recently
when Mr. Emory visited the Philip-
pines to interview President Corazon
Agquino and other members of the new
government there. The result was an
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insightful series of articles. For the
benefit of my colleagues and students
across the country who received the
CONGRESSIONAL RECORD in libraries and
who will not have had access to the
original series, I ask unanimous con-
sent that the articles be printed in the
RECORD.

There being no objection, the arti-
cles were ordered to be printed in the
RECORD, as follows:

AQUINO'S IN CHARGE
(By Alan Emory)

ManiLA.—The first time she experienced
her new-found power, President Corazon C.
Aquino says, is when she visited Camp
Aguinaldo, the military headquarters here,
where her husband, assassinated Sen. Ben-
igno Aquino, had been imprisoned.

It was, she said in a 45-minute interview at
the Malacanang Palace Guest House, “a
very nervous experience. There was always
a moment of fear.”

Previously she had pleaded with authori-
ties there, unsuccessfully, to release her
husband, but now things had “really
changed. It was a 180-degree turn.

“Here I come with my military escort. All
the generals are there, just waiting. For the
first time I felt I was really president.”

“I guess I'm not a traditional politician,”
she confessed with a smile. “If my husband
were here you would be facing a man really
enjoying the presidency.”

However, there is a growing feeling in
Manila that Mrs. Aquino is settling into her
new job, politician or no.

The interview took place in a room with
white walls, flags and a silk emblem of the
Philippine presidency, a carved wooden

archway and red patterned oriental rugs.
Mrs. Aquino, wearing a white dress with a
diagonal pattern on top, no jewelry except

for small earrings and a watch, settled down
on a brocaded bench surrounded by large
oriental vases on the floor.

She smiled frequently and answered many
questions with her arms crossed.

She was, she says, given her new role “for
a special reason. I have to refer to myself
now as a politician, but not a traditional pol-
itician.”

She says she is grateful for the opportuni-
ty, but that it is not a question of liking it.
When she accepted the draft to oppose Fer-
dinand E. Marcos, she adds, “I made up my
mind to do the best to win. When I assumed
office I committed myself to doing a good
job.

“I am a very private person. I loved my
privacy, and I have lost that. I have lost my
freedom.”

Her older children, she confesses, are “not
too happy"” about her being president be-
cause ‘“‘they have lost their privacy, too.”

When President Reagan telephoned her
last week—the first call he had made since
the late February take-over—it was 11:30 at
night Manila time. Mrs. Aquino had been
watching television and, she says, a daugh-
ter was around, so being up late was no
problem.

About the only time she seemed to bridle
a bit was when she was asked if she were
really in charge. “Ask the cabinet minis-
ters,” she replied stiffly.

She readily concedes there are differences
within the cabinet, but she says, “This is
what demoecracy is all about, unless it ham-
pers the presidency. We were all in this to-
gether. We will have to answer to the
people.”
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Mrs. Aquino, a Catholic, describes herself
as “‘a deeply religious person,” and she says
religion has played an important role in her
rise to the presidency.

When it comes to the question of the Fili-
pino population, she acknowledges that her
husband, as a provincial governor, tried to
limit the population, but she says she her-
self has no policy to deal with “the popula-
tion explosion.”

She wants to encourage urban dwellers to
travel to less populated rural areas and to
boost small business.

“None of us ever thought the February
revolution would happen,” she says, reflec-
tively, round tinted glasses shading her
eyes.

She made frequent gestures with her
hand in desecribing the Filipinos as “‘a peace-
ful people.”

She wants to keep her options open on
the American bases at Clark Airfield and
Subic Bay, a naval installation. The revenue
they generate is important, she concedes,
but “many things are important, and I will
answer when the time comes” to make a de-
cision on the renewal of their lease in 1991.

Mrs. Aquino acknowledges that she has no
political party base, but she links her popu-
larity to keeping “in close touch with the
people.” She will visit the provinces, and,
she says, “I am here because of the people.
While I still have popularity I plan to con-
tinue a dialogue with the Philippine
people.”

She confesses her government is still not
prepared to carry out any major economic
program, but she looks at a project of
former President Ramon Magsaysay install-
ing artesian wells around the country.

““He was remembered for that,” she says,
and she is considering a “Cory Aquino
Project” to improve the water situation that
would not involve a large amount of money
and could be done “quite easily,” with pri-
vate sector involvement.

Mrs. Aquino says, with obvious satisfac-
tion, that she has been “able to awake large
numbers of private sector enthusiasts, and I
don't want to let that go. I want to sustain
this new-found commitment.”

ENRILE NEARLY HANDED COUNTRY “ON A
SILVER PLATTER"

(By Alan Emory)

ManiLa.—Butter wouldn't melt in Juan
Ponce Enrile's mouth. But it might freeze.

The man who finds “no problem at all” in
switching from defense minister under de-
posed Philippine President Ferdinand E.
Marcos to defense minister under President
Corazon C. Aquino appears cold, calculat-
ing, almost arrogant.

To suggestions that he is biding his time
to seize power he replies, matter-of-factly,
“If I wanted any more power than in this
ministry I would have seized the govern-
ment. It was being given to me on a silver
platter by President Marcos."”

He says 85 percent of the “entire military
organization’'s firepower" was available to
go either way, and he adds, almost off-han-
dedly, “We had no objection whatsoever to
anybody, to give it to any one. But we did
give (it) to the civilian government . . . the
civilian authority, because that is actually
our political ideal, (the ideal) of the younger
officers.”

In contrast with the other members of the
so-called “Harvard Mafia" in the Aquino ad-
ministration, the 62-year-old law-trained
Enrile has a flat, emotionless delivery and
manner that can chill an interviewer.
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When he is asked about Mrs. Aquino's
narrative of her experience going to Camp
Aguinaldo, seat of the defense ministry, to
plead for the release of her then-imprisoned
husband, Benigno, Enrile replies calmly
that she did visit him once or twice, but
“most of the time she wrote me letters,”
which he passed on to his superiors.

That, apparently, was all he did. His ex-
planation sounded like an echo of the de-
fendants at the Nuremberg trial.

“I find no difficulty in it because I was
acting as an administrator,” he said in a
recent interview arranged through the
Georgetown University Center for Strategic
and International Studies. “My personal
choices were different from my own official
action. . . There was no emotion involved.”

The situation, he conceded reluctantly,
was ‘“‘unpleasant,” but he added, “I was
acting in accordance with policies estab-
lished by authority higher than mine , . .

“I am guided by my conscience.”

His recollection of events immediately
preceding Marcos’' overthrow differ some-
what from those of Armed Forces Chief of
Staff Fidel V. Ramos, who also made the
Marcos-to-Aquino shift, but, according to
observers, did so as a professional soldier.

General Ramos, in a separate interview,
said he and a handful of troops jogged out
Aguinaldo’s gate and over to Enrile’s com-
pound, expecting to be fired on at any
moment, and Marcos might have ended the
revolution right then. But they got through
without incident.

The Enrile version is that the revolution
was not an “overnight activity” and “could
have happened a year later, six months
later without an election” and would have
occurred at “some future time.”

Enrile's conversion is thought to have
been spurred by the information that
Marcos was preparing to arrest him because
of the impression the defense boss was keep-
ing one foot in each political camp.

Western diplomats are not very enthusias-
tic about Enrile, who says he has no plans
to resign his cabinet post in three years or
50 and retire.

“Many people in the government view him
as a major part of the (internal tension)
problem,” says one American official in
Manila. “It is not surprising there is a cer-
tain residue of suspicion.

However, the official adds that Enrile
wants the government to succeed and “will
make a considerable effort” to that end.
‘“He won't hesitate to express his own views
on what he perceives as mistakes in the gov-
ernment, but he did that under Marcos.”

Experts note that Enrile has a “regional,”
rather than a national, political constituen-
cy, and that, unlike many other cabinet
members, never served in the Philippine
Senate.

Enrile himself insists he has “no inten-
tion" of becoming a civilian president.

If his almost expressionless reaction to an
ambush in his. home province of Cagayan
staged by Communist-leaning rebels and
their murder of two newsmen and a former
close Army associate came as a surprise, his
biting comments on the controversial whole-
sale replacement of local officials by the
new administration did not.

To him the substitution of “people who
were never elected, some said to be of ques-
tionable stature,” could only invite popular
resistance, build tension and “loosen politi-
cal stability.”

He would not lay blame by name, but,
when asked if the problem did not come
under the local government ministry run by
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Aquilino Pimintel, he told the questioner,
“¥You are a good cross-examiner."

He argued, and lost, within the cabinet,
against the replacement policy. Rather than
try to keep internal differences of opinion
under wraps and explain simply that the
policy had been approved, he commented
coolly, “Whether they agree or not, that's
my position."”

Of himself he says, “I seldom talk unless I
have a reason to talk.” When asked for com-
ment on view of others, he replies bluntly,
“I cannot read minds."”

Western experts rating key members of
the new Philippine government give high
marks to many and shrug off others. They
are cautious about General Ramos.

But when it comes to Enrile they express
a subdued negativism as though they recog-
nize a real danger spot.

After talking to the defense minister a re-
porter can quickly understand why.

SHoEes, FEW WIinNDows
(By Alan Emory)

Man1LA.—The shoes are all there.

Racks and racks of them, all colors and
styles—blue, red, pink, cream, high-heels,
low-heels, medium-heels.

A large basket is filled with sunglasses, an-
other with sandals. There is a box crammed
with umbrellas.

All of this is on view at Malacanang
Palace (last syllable pronounced “yang"),
where thousands of ticket-holders file
through daily to gawk and shake their
heads in dismay and wonderment. No photo-
graphs are allowed inside.

The palace itself is an unprepossessing
place from the outside, a whitewashed long
structure, Spanish-style, with very few win-
dows. Imelda Marcos didn't like them.

There are photographs of deposed Presi-
dent Ferdinand E. Marcos stripped to the
waist, in bathing trunks and wearing a base-
ball-type cap, looking super-virile, and a
painting of him bare-chested in a field of
Sugar cane.

The shoes, of course, are the focus of at-
tention.

The woman in charge of them applied for
a job at the palace after the revolution and
got the plum concession.

Has she tried on any of the shoes? Cer-
tainly not.

Anyway, they are size seven and a half.
Too big.

Although the legendary black bras and
panties are not on display now, there are in-
numerable gowns, some designed for the
1986 inaugural, which occurred just prior to
Marcos’ ouster. They share space with 15
coats of sable, mink and ermine—perfect for
Manila’'s tropical climate—blouses, feather
boas and a bulletproof kevlar-lined vest (for
her) and raincoat (for him).

Imelda’'s bedroom holds a huge canopy
bed with 20 pillows and gauzy curtains, an
oxygen tank nearby (for her husband?), a
piano and ceramic figures in lighted cases.

Add to that a painting composed of build-
ings which spell out “Imelda Marcos,” as
well as hand-carved chandeliers in the ball-
room with recessed vaults above them,
wooden carved square entry ways with
fleur-de-lis openings, stained-glass doors,
inlay tables and a $7,000 toy car that runs
on gasoline—for a grandchild—and has two
silk red hearts on it, one saying “Imelda,”
the other *“Marcos.”

There are heavy pictures with mother-of-
pearl figures, and Imelda's dressing room
has mirrors framed in large light bulbs
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bigger than those provided for Broadway
and Hollywood stars.

The private Marcos study has floor-to-ceil-
ing bookcases. The library contains a black-
board map showing where Army Chief of
Staff Fedel V. Ramos and his defecting
troops had holed up.

The former president’s bedroom is filled
with hospital equipment, exercise machines,
an oxygen tank—and a special escape door.
That doesn't count a private two-room hos-
pital, fully equipped.

At the end of the palace tour a visitor sees
stacks of empty trunks that the Marcoses
couldn't fill before they had to flee the
country.

More than 30,000 Filipinos crowd through
the palace every weekend. The lines form
early, and citizens charge that wads of ea-
gerly sought tickets are often pocketed by
officials and police to hand out to friends or
to “scalp” for up to $2.50 apiece.

The government is now considering charg-
ing a fee to visit the palace on certain days.
That would certainly help the local econo-
my, which can use all the revenue it can col-
lect, but any significant charge would be
beyond the means of the average Filipino.

Tourism Minister Jose Antonio Gonzales,
a former employee of General Telephone,
Del Monte Foods and Tupperware in Cali-
fornia and the Far East, quips that his qual-
ification for his cabinet post was having
been an international tourist.

The Philippines, he concedes, has a very
poor tourist image, spurred by a “sensation-
alist” press. The top tourist market is
Japan, but there are more American arrivals
because of the large number of Filipinos re-
turning from the United States.

Gonzales is launching an ad campaign to
popularize his country, using a slogan
“Come Celebrate the New Spirit.”

He got his job because assassinated Sen.
Benigno Aquino, husband of President Cor-
azon C. Aquino, was his best friend, and he
applied for it five years ago in hopes of a
government turnaround. When it occurred
Mrs. Aquino remembered, “as she does most
things.” i

Part of his problem was that Imelda
Marcos' friends ran all the duty-free stores
and turned over to the government about 20
percent of what they should have. One
Marcos crony, Roman Cruz, who still lives
at the Manila Hotel, the city's swankest,
bought a choice retail location in San Fran-
cisco across from Nieman-Marcus and
Macy's. The government wants to sell it.

When a reporter asked what Cruz was still
doing at the hotel, Gonzales replied, “I
guess he's counting his money."”

The government is turning some of the 38
Marcos vacation homes in the country into
tourist spots, while others will be sold.

Travel agents and writers will be brought
to the Philippines, and beach areas will be
improved and given road access they lack
now.

For about $2 million, says Gonzales, the
island of Corregidor can be turned into a
prime attraction, with the elimination of
“gingerbread boxes” and the requirement
that no building be higher than a coconut
tree.

Gonzales says he wants “Asian architec-
ture and western plumbing."”

His own ministry is loaded with deadwood,
but he is reluctant to fire the full 80-percent
surplus because of the already staggering
unemployment,

Some employes are known as “15-30s" be-
cause they *“just show up on the 15th and
30th of each month.”
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As a group of reporters organized by the
Georgetown University Center for Strategic
and International Studies was finishing its
tour of Malacanang Palace the other day,
one approached a Filipino in the long line,
and the following dialogue ensued:

“I am an American journalist. What do
you think of all this?"

“Fantastic,” was the reply.

‘“Have you been here before?”

“No, this is the first time.”

“Where are you from?"

“I'm from Chicago.”

AQUINO's STAYING POWER MUCH IN
QUESTION
(By Alan Emory)

ManiLa.—Gen. Fidel V. Ramos, the chief
of staff of the New Armed Forces of the
Philippines, puts it bluntly: “I don’t see how
the Philippines can go it alone against ex-
ternal threats in the future. The (American)
bases contribute to external security. We
feel they are necessary.”

The future of the American bases—Clark
Air Field and Subic Bay Naval Base— “will
be up to the Philippine people” when pre-
sented to them in a plebiscite, says Presi-
dent Carazon C. Aquino.

The United States “will be with us for’
some time," says Defense Minister Juan
Ponce Enrile. "It would be difficult to con-
sider the American presence in this part of
the world eliminated.”

“So many say they are speaking for the
people,” says Vice President and Foreign
Minister Salvador H. Laurel. If the people
wanted to take the bases back the U.S.
would “bow" to their will.

The bases do “not have that much depth”
as an issue, says a top-ranking Western dip-
lomat. ‘“The bases are not a major political
issue. Some people fear that in a referen-
dum the bases will win.” But government of-
ficials in Washington call the bases the best
bargain the U.S. can boast.

Differing views of the bases—the U.S.
lease runs out in 1991—reflect some of the
political strains that create questions about
the staying power of Mrs. Aquino’s govern-
ment.

Laurel wanted to run for president him-
self and was threatening an independent
candidacy that would have doomed the
Aquino movement. The Times has learned
that, at the urging of Heherson (Sonny) Al-
varez, then informal Aquino ambassador in
the U.S. and now agrarian reform minister,
Sen. Edward M. Kennedy, D-Mass., sent a
cable to Laurel, pleading with him to keep
unity in the anti-Marcos forces. The mes-
sage helped prevent a separate Laurel candi-
dacy, and now, one observer says, he is
“welded to her (Mrs. Aquino) like a Siamese
twin. He has been quite careful not to sepa-
rate from her personally. He realizes his in-
fluence is greater when she has confidence
in him. I think she trusts him.”

Said Laurel, in an interview in his crowded
office, reflecting a government in transition,
*“I give her advice when I think I should be-
cause she needs it.”

Resting his chin on his hand, Laurel, a
black-haired man with a thoughtful
manner, added, ‘“she delegates authority
and allows them (aides) to work.”

General Ramos, who is short and bespec-
tacled, his dark hair flecked with gray, and
firm in attitude, stresses his forces' “‘profesi-
sonalism, discipline, loyalty (and) integrity.”
It was the disappearance of this in the mili-
tary under deposed President Ferdinand E.
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Marcos that prompted him to go over to the
revolutionaries.

He says that now local commanders are
being allowed to follow their own initiatives
in dealing with insurgents and other prob-
lems.

Although Genera' Ramos is careful to
avoid the role of politician, unlike Enrile, he
finds “fluidity in the political situation,”
tied to economic recovery.

Information Minister Teodor L. Locsin Jr.
agrees. “If we fail to deliver on the econo-
::{." he predicts, the administration will

1

An American official says, however, that if
by early next year the economy has begun
to show “‘solid signs of perceptible improve-
ment,” the government has achieved a
“minimal constitutional framework,” local
elections are allowed to consolidate the situ-
ation in the provinces and there is support
for rebuilding the military, then Mrs.
Aquino's future is bright.

That is an “unusually complicating and
daunting” task, he says, although ‘“the pros-
pects (for success) are reasonable.”

A diplomat says General Ramos “really
wants to reprofessionalize the military after
long years of frustration.”

Enrile, on the other hand, while rejecting
suggestions he is eyeing the presidency, ‘is
viewed as “‘a major part of the problem” and
with “a certain residue of suspicion.”

Some insiders say Enrile would find it dif-
ficult to take over because of the depth of
Mrs. Aquino’s popular support.

Mrs. Aquino herself is widely regarded as
unlikely to run for a second six-year term,
although few believe she will not complete
the one to which she was elected Feb. 7.

The earliest national elections can take
place is the end of this year, says Alvarez,
and a more likely time is 1987.

Under a “heavyweight-vs.-light-weight”

rule Mrs. Aquino has laid down, the cabinet
and president must resign 90 days before a

new election so incumbency cannot be ex-
ploited.

There is a lot of talk about election
reform. Says Trade Minister Jose Concep-
cion Jr., “We didn't fight and die for democ-
racy so scoundrels can get it.”

Plans call for new voter registration with
photographs, computerized lists and finger-
prints.

Some scoundrels, however, appear to be
gaining some political posts.

The wholesale replacement of local offi-
cials, called officers-in-charge (OICs), by
Local Government Minister Aquilino Pimin-
tel has created what all agree is “a hornet’s
nest,” and some say he is being reined in
after naming mayors like the driver of a
friend’s wife and what some Moslems call a
recognized “terrorist” when he was acting
under Marcos’ orders.

Groups that think they have been short-
changed concede the new government has
had to focus on the economy at the start.

Says Vice President Laurel, “You can’t
talk about what you are going to have for
lunch when your house is on fire.”

CONTINUING POPULARITY AQUINO'S BEST
DEFENSE
(By Alan Emory)

Mani1LA.—Corazon C. Aquino is sitting on
top of a political volcano.

Only her immense popularity keeps it
from erupting.

The new Philippine president faces an in-
surgency composed partly of supporters of
deposed President Ferdinand . Marcos,
whose allies pay demonstrators up to $7.50 a
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day to stand outside the United States Em-
bassy in Manila, and Communists and re-
sentful Moslems in the South, the latter
two complaining they have been left out of
influential positions in the new government.

The Moslems charge Mrs. Aquino listens
to a “Jesuit Mafia,”” and while the Catholic
Church has been a significant Aquino sup-
porter, some key observers believe the role
and influence of Cardinal Jaime Sin has
been overblown.

The cardinal, according to American offi-
cials, was a “moral force for change,” but
never a church spokesman and no force
behind the Aquino presidency, although
other clergymen had been close advisers.

Stories of Marcos' hidden wealth have
robbed his backers of much of their appeal.
The Moslems account for only 7 percent of
the population, and the government has a
picture of their backing for Marcos and the
feeling their opposition amounts to settling
scores.

WILLING TO DEAL

Mrs. Aquino has already indicated a will-
ingness to deal with leaders of the rebels
and to call a cease-fire with the New Peo-
ple’'s Army, which claims a strength of
16,000 in the countryside in three-fifths of
the provinces and has been engaged in am-
bushing reporters and soldiers alike.

Mrs. Aquino’s scrapping of the legislature
until a new constitution takes effect has un-
settled some Filipinos.

“We don’t know what constitution we are
following,"” says Joel J. De Los Santos, a
teacher of history and Islamics. He says,
“cause-oriented groups” boycotted the Feb.
7 election because they doubted any sub-
stantial change would result.

The Communists have formed a shadow
government of their own, which, they say,
provides better services than the national
regime.

“In the barrio,” says De Los Santos, “if
you lose your carabao (water buffalo) you
don’t go to the chief of police because he
can't do anything about it. You go to the
party, which will get it back or provide the
money to buy a new carabo. They know
which farmer’s bitch has given birth to pup-
pies. They help farmers plow the fields and
market goods.

“The government has one agricultural
technicial to handle several barrios.”

The Communist concede President Aquino
has aided human rights victims, and De Los
Santos says—and Moslem leaders like Atty.
Ebraham Rasul, the first member of his
faith to serve in the Philippine Senate,
agree—Filipinos have “a high tolerance
level. So long as the government is not op-
pressive and does not abuse people we ¢an
tighten our belts.”

De Los Santos admits Mrs. Aquino
“‘doesn’t have the intellectual arrogance of
her predecessor.”

FOES IN A HURRY

However, he adds, both extremes are in a
hurry to put Mrs. Aquino down—the Marcos
forces, because they are running out of
time, the Communists because they think
the transition period is the time to strike.

“When you walk very, very fast and you
step on a thorn,” he quotes a proverb as
saying, “it goes deep into your foot.”

Mrs. Aquino gets high marks for not
naming any relatives to her administration:
“a miracle in the Philippines,” says one ob-
server. “If she can do that she can resist
almost any pressures.”

One key move may be on land reform.
There are plans to break down land hold-
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ings into small units, creating what Agrari-
an Reform Minister Heherson (Sonny) Alva-
rez calls “small-time countryside capital-
ist‘s-n

However, those displaced by reform and
populist measures are upset, although they
are still around.

At the Universtiy of the Philippines, nor-
mally the center of dissent, students recent-
ly cheered Mrs. Aquino despite a fairly
hard-line speech in which she promised to
beef up the military.

Marcos and his relatives are reported to
have taken $10 billion out of the country,
and Alvarez says, “You can't lose that with-
out great economic dislocation.”

ECONOMY A PRIORITY

Trade and Industry Minister Jose Concep-
cion Jr. says there are 3 million unemployed
Filipinos and 800,000 more are joining the
labor force every year. He says, “There is
poverty all over the place.”

The government is trying to take over
businesses monopolized by Marcos cronies—
“We're going to go after all of them,"” says
Information Minister Teodor L. Locsin Jr.,
who likens them to “Al Capone”—to sell
shares to the workers, lift bans on the
export of coral, which Moslem divers collect
in Zamboanga, and of copra and to set up
regional economic councils and make sure
sugar growers get a fair price.

Concepcion told a group of journalists or-
ganized by the Georgetown University
Center for Strategic and International Stud-
ies that the United States should double the
Philippines’ share of the garment market
and restore its sugar quota, even though, he
concedes, sugar is “a sunset industry.” The
world sugar price is lower than that in the
Philippines, and the answer, experts say, is
diversification, not growing more sugar.

Although there are signs foreign capital is
returning—the peso has remained stable at
20.5 to the dollar—and Filipinos with “one
leg in Manila and one in Los Angeles” are
considering leaving their California condo-
miniums for home—the country, one diplo-
mat says, “is basically broke. Traditional
pump priming won't work."”

Says Locsin, “We don't want to be ostra-
cized by the international banking commu-
nity"” because of a staggering national debt.

“The country has been turned upside
down,” says one western expert. “The new
government has been stripping the appara-
tus away. The next elections will be its bat-
tlefield.”

REAGAN CALL TO MARCOS UPSETS FILIPINO
LEADERS

(By Alan Emory)

MaNILA.—President Reagan’s assurances
of support for the Aquino government last
week were badly needed here.

Although members of the Philippine cabi-
net readily conceded, in recent interviews
with a group of journalists under the aus-
pices of the Georgetown University Center
for Strategic and International Studies, that
Mr. Reagan had a perfect right to confer
with deposed President Ferdinand E.
Marcos as an old friend, both they and
Americans in Manila had been upset about
the way the president handled his relations
with the old and new heads of government
here.

First the White House said Mr. Reagan
would meet with Marcos in Honolulu, even
before he had spoken to President Corazon
C. Aquino.

Then the word was that Mr. Reagan
would telephone Mrs. Aquino before he left
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Washington and that in Honolulu he would
phone Marcos, not meet with him personal-
ly.

The Reagan call to Mrs. Aquino was
placed at 11:30 at night Manila time and
lasted only three minutes. The Reagan call
to Marcos lasted half a hour.

American officials here insisted that Mrs.
Aquino did not feel “unsupported,” but they
were clearly uncomfortable with events pre-
ceding Mr. Reagan’s meeting in Bali with
Philippine Vice President Salvador H. (Doy)
Laurel.

After that meeting, Laurel said he was sat-
isfied Mr. Reagan recognized Mrs, Aquino as
the legitimate president and was not en-
couraging Marcos' return.

In an earlier interview here, he had said
that he did not approve of Mr. Reagan's
talking to Marcos before he telephoned Mrs.
Aquino because that might imply the
United States still recognized Marcos.

‘What upset both Filipinos and Americans
in Manila were the Reagan remarks that
fraud had been committed by both sides in
the presidential election campaign—that
“has no basis" so far as their ticket was con-
cerned, Laurel said, “dice were loaded"—and
the implication in others that the American
military bases in the Philippines were more
important than Philippine democracy.

Laurel conveyed that unhappiness both to
American Ambassador Stephen W. Bos-
worth and to Mr. Reagan later.

Information Minister Teodoro L. Locsin
Jr. said Mr. Reagan was “within his rights
to call an old friend and ally” and that the
Aquino government had been more con-
cerned about what Mr. Reagan said to
Marcos than the call itself.

Locsin added, “No one can forget the tre-
mendous support Mrs. Aquino got from the
American government and the American
people.”

Laurel said in Bali last week that Mr. Rea-
gan's remarks to him had “swept away the
cobwebs of doubt” about Mr. Reagan's com-
mitment to the Aquino regime.

Although Laurel told Mr. Reagan the
Philippines needed more than the $150 mil-
lion in extra aid the president has requested
from Congress, Mrs. Aquino declined to
answer that same question directly in an
interview with reporters on April 25.

She said then that some of the funds dedi-
cated to military aid to help fight the insur-
gents might be used for such economic pur-
poses as buying bulldozers and extra equip-
ment because the solution could not be “to-
tally military.”

Secretary of State George P. Shultz, who
will visit Manila, has indicated unhappiness
with the Laurel comments on the inadequa-
cy of U.S, aid and with the Aquino govern-
ment's reluctance to have the Marcoses
leave U.S. jurisdiction.

Mrs. Aquino, however, feels that if they
do enter another country that will be the
end of the Philippines’ hopes of recovering
any of the $10 billion they are charged with
having stolen.

She has offered amnesty to Marcos if
some of that is returned.

Mr. MOYNIHAN. I thank the Chair.

Mr. President, I suggest the absence
of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.
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Mr. PACKEWOOD. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. PACKWOOD. Is there any
amendment pending at the desk now?

The PRESIDING OFFICER. The
Grassley-Dole amendment is the pend-
ing question.

Mr. PACKWOOD. Excuse me? 1
cannot hear the Chair.

The PRESIDING OFFICER. The
Grassley-Dole amendment is the pend-
ing question.

Mr. PACKWOOD. Mr. President, I
ask unanimous consent that the
be laid

Grassley-Dole amendment
aside.

The PRESIDING OFFICER. With-
out objection, it is ordered.
MATSUNAGA addressed the

Mr.

Chair,
The PRESIDING OFFICER. The

Senator from Hawaii.
. AMENDMENT NO. 2149

(Purpose: To exclude from the definition of
an unrelated trade or business qualified
convention and trade show activities car-
ried out by organizations described in sec-
tion 501(eX3) or 501(cX4) of such Code,
and to require private foundations subject
to an excise tax imposed by section 4940
of the Internal Revenue Code of 1954 to
pay such tax in a manner consistent with
thle corporate estimated tax payment
rules)

Mr. MATSUNAGA. Mr. President, I
send an amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Hawaii [Mr, MATSU-
NAGA] proposes an amendment numbered
2149,

Mr. MATSUNAGA. Mr. President, I
ask unanimous consent that further
reading of the amendment be dis-
pensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment reads as follows:

_ At the end of title XVTII, insert the follow-

ing:

SEC. .SPECIAL RULE FOR EDUCATIONAL ACTIVI-
TIES AT CONVENTION AND TRADE
SHOWS,

(a) CERTAIN EDUCATIONAL ACTIVITIES
TREATED AS CONVENTION AND TRADE SHOW
ActiviTies.—Section 513(dX3)XB) (relating
to qualified convention and trade show ac-
tivity) is amended by inserting after “indus-
try in general” the following: “or to educate
persons in attendance regarding new devel-
opments or products and services related to
the exempt activities of the organization™.

(b) QUALIFYING ORGANIZATIONS.—Section
513(dX3MC) (relating to qualifying organi-
zation) is amended by striking out “501(c)
(5) or (6)" and inserting in lieu thereof
“50(c) (3), (4), (5), or (6)" and by inserting
before the period at the end thereof the fol-
lowing: “or which educates persons in at-
tendance regarding new developments or
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products and services related to the exempt
activities of the organization”.

(¢) ErrEcTIVE DATE.—The amendments
made by this section shall apply to activities
in taxable years beginning after the date of
enactment of this Act.

At the appropriate place in title V, insert
the following:

SEC. . PRIVATE FOUNDATIONS SUBJECT TO ESTI-

MATED PAYMENT OF CERTAIN EXCISE
TAXES.

(a) IN GENERAL.—Section 6754 (relating to
installment payments of estimated income
tax by corporations) is amended by insert-
ing at the end thereof the following new
subsection:

“th) CERTAIN PRIVATE FOUNDATIONS.—
With respect to any private foundation sub-
ject to the excise tax imposed by section
4040, this section and section 6655 shall
apply, as provided by regulation, in a
manner consistent with the provisions of
such sections.”

(b) ErFFECTIVE DATE.—The amendment
made by this section shall apply to taxable
years beginning after December 31, 1986.

Mr. MATSUNAGA. Mr. President,
my amendment would exclude from
the definition of an ‘“unrelated trade
or business"” trade show activities of
organizations qualified under sections
501(e) (3) and (4) of the Tax Code.
Section 501(c)(3) organizations include
charitable organizations such as
churches and schools and 501(c)4) or-
ganizations include civic leagues or or-
ganizations operated exclusively for
the promotion of social welfare. In
short, my amendment would simplify
and equalize the tax treatment of
trade show income received by organi-
zations qualified under sections 501(c)
(3), (4), (5), and (6) of the code.

Mr. President, the Tax Reform Act
of 1976 amended the code to provide
that income derived from a qualified
convention and trade show activity
carried on by a 501(c)(5) or 501(c)(6)
organization was not taxable. Section
501(c)(5) organizations include labor,
agricultural, or horticultural organiza-
tions. Section 501(c)(6) organizations
include business leagues and chamber
of commerce. Sections 501 (c)(3) and
(c)(4) organizations were inadvertently
overlooked in the rush to complete
congressional action on that act. My
amendment would equalize the tax
treatment for all such groups. The
amendment would effectuate the sub-
stance of a colloquy on this floor in
1976 between Senator Long, then
chairman of the Finance Committee
and Senator Talmadge, a member of
that committee, when the underlying
code section was adopted.

Because of the uncertainty in cur-
rent law, many potential exhibitors
are discouraged from attending see-
tions 501 (c)(3) and (c)(4) trade shows.
The disparity in tax treatment also
causes severe problems where a trade
show is jointly sponsored by a 501
(e)(6) organization and 501 (cX3) or
(c)X4) organization.

Mr. President, it is a well-known fact
that charitable organizations find
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great need to educate their members,
and this amendment will permit those
charitable organizations with limited
means to sponsor conventions to
achieve this goal. The amendment is
supported by a number of 501(c)(3)
and 501(c)(4) organizations, including
the American College of Cardiology,
the Secondary School Principals, the
Girl Scouts and the Goodwill Indus-
tries. In providing equal tax treatment
with regard to trade show income for
501(c) (3), (4), (5), and (6) organiza-
tions, a major administrative burden
will be lifted from the IRS and the
Tax Code will be made more equitable
and fair.

Mr. President, as a revenue offset
my amendment would require private
foundations to make estimated pay-
ments on the excise tax that they pay
on their net investment income in a
manner consistent with the corporate
estimated tax payment rules. Under
current law private foundations other
than certain operating foundations are
subject to a 2-percent excise tax on
their net investment income. The
foundation’'s excise tax liability for the
taxable year is not payable, however,
until the foundation's information
return for the year is due. Under my
amendment the rules requiring esti-
mated payments of corporate income
taxes would apply to the private foun-
dation excise tax on net investment
income. In effeect revenue neutrality
would be effected.

I ask my colleagues support for this
amendment which will simplify and

clarify the tax law for charitable orga-
nizations.
I yield the floor.

Mr. PACEWOOD addressed the
Chair.

The PRESIDING OFFICER. The
Senator from Oregon.

Mr. PACKWOOD. Mr. President, we
agree with the amendment. I particu-
larly appreciate the fact that the Sen-
ator found a way to finance this. It is a
good amendment and ought to pass.

Mr, MATSUNAGA. I thank the dis-
tinguished chairman of the commit-
tee.

I move adoption of the amendment.

Mr. LONG. Mr. President, as the
Senator so well stated, the amendment
has been cleared on this side. We have
no objection to the amendment.

The PRESIDING OFFICER. Is
there further debate on the amend-
ment? If not, the question is on agree-
ing to the amendment of the Senator
from Hawaii.

The amendment
agreed to.

Mr. PACKWOOD. Mr. President, I
move to reconsider the vote by which
the amendment was agreed to.

Mr. MATSUNAGA. I move to lay
that motion on the table.

The motion to lay on the table was
agreed to.

(No. 2149) was
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Mr. MATSUNAGA. Mr. President, I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.
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Mr. PACKWOOD. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

AMENDMENT NO. 2138
(Purpose: Providing that the period during
which an individual is in the United States
competing in a charitable sporting event
shall not be taken into account in deter-
mining whether such individual is a resi-
dent alien)

Mr. PACKWOOD. Mr. President, I
believe there is an amendment at the
desk filed by Senator QUAYLE, amend-
ment No. 2138. If I have the number
correct, I would like to call it up for
immediate consideration.

The PRESIDING OFFICER. It
would take unanimous consent to tem-
porarily set aside the Grassley-Dole
amendment.

Mr. PACKWOOD. Mr. President, I
ask unanimous consent to temporarily
set aside the Grassley-Dole amend-
ment.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Oregon [Mr. Pack-
woobl, for Mr. QUAYLE, proposes an amend-
ment numbered 2138.

Mr. PACKWOOD. Mr. President, I
ask unanimous consent that further
reading of the amendment be dis-
pensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

At the end of subtitle H of title IX, insert
the following new section:

SEC. . ATHLETES COMPETING IN CHARITABLE
SPORTING EVENTS,

(a) IN GENERAL.—Section T701(b)4)(A) (de-
fining exempt individual) is amended by
striking “or” at the end of clause (ii), by
striking the period at the end of clause (iii)
and inserting “, or” and by adding after
clause (iii) the following new clause:

“(iv) a professional athlete who is tempo-
rarily in the United States to compete in a
charitable sports event described in section
274(k)(2).”

(h) EFrFECTIVE DATE.—The amendments
made by this section shall apply to periods
after the date of the enactment of this Act.

Mr. PACKWOOD. Mr. President, I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. PACKWOOD. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

14809

Mr. PACKWOOD. Mr. President,
this is an amendment relating to world
professional athletes when they come
to this country and play a charity
sports tournament. At the moment, if
you are in the United States over 180
days, you are taxed on your worldwide
income. It is causing a number of ath-
letes to be reluctant to come and play
in our charity sports tournaments,
where the money is raised for charity,
because it counts toward the 180 days.

This amendment simply says when
they are playing here in a charity
sports tournament, the days they are
playing will not be counted toward the
180 days. They are still taxed if they
make any money in the tournament,
but the days that they play do not
count toward the 180 days.

Mr. LONG. Mr. President, I am not
aware of any objection on this side of
the aisle. I am prepared to support the
amendment,

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendment
agreed to.

Mr. LONG. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to and I move
to lay that motion on the table.

The motion to lay on the table was
agreed to.

Mr. LONG. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislation clerk pro-
ceeded to call the roll.

Mr. MELCHER. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Is
there objection? Without objection, it
is so ordered.

(No. 2138) was

AN INTERESTING DEAL

Mr. MELCHER. Mr. President, I
want to make a short statement on a
transaction among the Department of
Justice, the Department of Agricul-
ture, and a private entity known as
Edwards Investments of Idaho, deal-
ing with some land between Idaho and
Montana; portions of the land lie in
both States.

Today, the General Counsel’s Office
in the Department of Agriculture sent
to the attorney in charge, region 1, in
Missoula, MT, a memorandum dealing
with two preliminary title opinions
and related materials issued by the At-
torney General of the United States
relating to the interest in the lands
held by Edwards Investments, an
Idaho partnership [Edwards], along
with two quitclaim deeds which the
Justice Department prepared for lands
in Idaho and Montana that Edwards
had acquired from the now bankrupt
Milwaukee Railroad. The Justice De-
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partment is directing the Forest Serv-
ice to process the quitclaim deeds and
to set in motion payments of
$3,708,900 to Edwards.

Small parcels of the land involved
were actually acquired by Edwards in
the normal manner of one property
owner selling to another person land
in which he held title. The General
Counsel's Office in the Department of
Agriculture had previously reviewed
the appraised price that the Forest
Service had arrived at, which was less
than half a million dollars. The Jus-
tice Department, dealing with Ed-
wards, offered something over
$600,000 to acquire the land. Edwards
refused and Congress approved in
Public Law 99-190 (99 Stat. 1185), ap-
propriating $4 million for this pur-
pose. The Justice Department has now
caved in to Edwards to settle the
matter for the $3.7 million.

I believe the amount is excessive,
and I believe the public should know
why the final amount is almost 10
times the appraised price and 6 times
the Justice Department’s offer of set-
tlement.

The land of the Milwaukee Railroad
right-of-way across Federal land was
used by them as an easement for the
purpose of building and operating a
railroad. The land was never sold to
them, and while the right-of-way was
for a public purpose since the land was
never sold, once the right-of-way is no
longer used for a railroad, the land or-
dinarily would be returned to the
United States to be held, in this case,
under the management of the U.S.
Forest Service in the public interest. It
was on this basis that the Forest Serv-
ice made their appraisal of what Ed-
wards actually owned. It's my judg-
ment that this is what the law re-
quires, and it is obvious that that is
what the Justice Department believed
when they made their offer of settle-
ment to Edwards in the neighborhood
of $600,000. Now the final settlement,
much greater than that, is not only a
bad precedent, but probably could not
withstand the scrutiny of a Federal
court if a case were brought against
the Justice Department or the Depart-
ment of Agriculture, or both, challeng-
ing the Justice Department decision.

There are questions that could be
raised on behalf of Edwards concern-
ing the value of bridges left intact,
since the Forest Service appraisal only
appraised the salvage value of the
bridges after they were dismantled. In
that regard, I asked the Forest Service
if they had any plans for leaving any
of the bridges intact for future use.
That would entail some changes in
Forest Service planning, but the
Forest Service had been blocked by di-
rection from the Justice Department
not to proceed with any further plan-
ning until after the Justice Depart-
ment had completed the transaction
for the $3.7 million. It is my opinion
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that most of the bridges will have to
be removed at the expense of the
Forest Service, but that there is a pos-
sibility that one or more of the bridges
will be left intact.

If the transaction goes through to
final payment and issuance of the
Treasury checks, we shall probably
never know what the actual appraised
value of the Edwards property should
be, since the Forest Service is prevent-
ed by the Justice Department from
making an appraisal of any of the
bridges that might be useful to them.
It is apparent that those that are not
going to be used will have to be torn
down at public expense.

I make this statement now prior to
the final issuance of Treasury checks
so that any of the public that are in-
terested in this matter will be in-
formed.

I believe the Justice Department is
wrong on two counts—that is blocking
Forest Service reappraisal of bridges
to be left intact and used and, second,
agreeing to the higher price of $3.7
million.

I ask unanimous consent that the
memorandum and letters connected
with this case be printed in the
RECORD.

There being no objection, the mate-
rials were ordered to be printed in the
RECORD, as follows:

U.S. DEPARTMENT OF AGRICULTURE,

OFFICE OF GENERAL COUNSEL,
Washington, DC, June 20, 1986.

Memorandum to: Lawrence M. Jakub, At-
torney-in-Charge, Missoula, MT.

From: Joseph D. Cummings, Deputy Assist-
ant General Counsel, Natural Resources
Division.

Subject: R-1-Acquisition—Edwards Invest-
ment—Milwaukee Railroad Right-of-
Way. L

Attached are two preliminary title opin-
ions, together with related materials, dated
June 16, 1986, issued by the Attorney Gen-
eral relating to the interest in lands held by
Edwards Investments, formerly owned by
the Chicago, Milwaukee, St. Paul and Pacif-
ic Railroad Company, located in Idaho and
Montana. One title opinion covers a portion
of a right-of-way between Avery, Idaho, and
the Idaho/Montana State line at St. Paul
Pass, in Shoshone County, Idaho. The
second title opinion covers a portion of a
right-of-way between the Idaho/Montana
State line at St. Paul Pass and St. Regis,
Montana, in Mineral County, Montana. The
interest in land in Idaho is being acquired
for a consideration of $2,000,000.00, and the
interest in land in Montana is being ac-
quired for a consideration of $1,708,900.00.

The lands, which are being acquired pur-
suant to P.L. 99-190 (99 Stat. 1185), are
more particularly deseribed in two attached
quitclaim deeds from the grantors to the
United States, prepared by the Department
of Justice.

The two title insurance policies and en-
dorsements thereto for the interest in the
Idaho lands were issued by First American
Title Insurance Company and by Safeco
Title Insurance Company of Idaho for the
interest in the Montana lands.

True copies of the preliminary title opin-
ions are being sent to the Regional Forester
for the purpose of requesting the issuance
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from Treasury of the two checks. Richard
Hull, Director of Lands, advises that the
funds have been made available to the
Region. Please contact Tom Morris, Attor-
ney representing Edwards Investments, to
arrange the appropriate closings with the
title companies. Mr. Tom Morris's address is
722 Main Ave., St. Maries, Idaho. His tele-
phone number is area code 208-245-2523.
Mr. Marlin Lance of this office, 447-2223, is
handling this matter.

When the subjections in the Attorney
General’s preliminary title opinions have
been met, the deeds executed and recorded,
the title insurance policies updated, and the
purchase price paid, the two title assemblies
should be returned for final approval of the
Attorney General.

U.S. DEPARTMENT OF JUSTICE,
LAND AND NATURAL
RESOURCES DIVISION,
Washington, DC, June 16, 1986.
Hon. RicHARD E. L¥Ng,
Secretary of Agriculture,
Washington, DC.

My Dear MR. SECRETARY: An examination
has been made of the title data relating to
the land formerly occupied and used by the
Chicago, Milwaukee, St. Paul and Pacific
Railroad Company as portions of a railroad
right-of-way between Avery, Idaho, and the
Idaho/Montana state line at St. Paul Pass,
in Shoshone County, Idaho. This land is to
be acquired for a consideration of
$2,000,000.00 by authority of existing legis-
lation. The file number of this Department
is 90-1-3-6791. *

The land is described in the enclosed draft
of quitclaim deed from John O. Edwards,
Dorothy Edwards, his wife, and Edwards In-
vestments, an Idaho partnership, to the
United States of America.

The title insurance policy No. 26468, dated
as of February 28, 1986, and endorsements
to the policy, dated as of May 15, 1986, May
21, 1986, and June 4, 1986, were prepared by
Safeco Title Insurance Company of Idaho
and are satisfactory in form.

The title insurance policy and accompany-
ing data disclose the title to be vested in:

United States of America, as to Parcels 1,
3, 4, 5, 8, 10, 12, 13, 14, 16, 17, 18, 19, 21, 22,
23, 24, 25, 26, 27 and 28; and

John O. Edwards and Dorothy Edwards,
husband and wife, Individually and as Nomi-
nees for Edwards Investments, an Idaho
Partnership, as to Parcels 2, 6, 7, 9, 11, 15
and 20, subject to the following objections:

1. All taxes and assessments.

2. Rights or claims of persons in posses-
sion, if any, not shown of record.

3. Mechanics' liens, if any, not shown of
record.

4. Easements for roads, highways, rail-
roads, pipelines and public utilities, if any,
not shown of record.

5. The exception of all rights or interests
arising from a survey map of the Chicago,
Milwaukee and St. Paul Railroad Company
line of constructed railroad approved June
17, 1918 by the Secretary of Interior pursu-
ant to an Act of Congress March 3, 1899 (30
Stat. 1233) and an Act of Congress March 3,
1875 (18 Stat. 482). Affects Parcels 1, 3, 4, 5,
8, 10, 12, 13, 14, 16, 17, 18, 19, 21, 22, 23, 24,
25, 26, 27 and 28.

6. All right, title and interest of John O.
Edwards, Dorothy Edwards and Edwards In-
vestments, an Idaho partnership, as succes-
sors to the interest of the Chicago, Milwau-
kee, St. Paul and Pacific Railroad Company
in the aforesaid line of railroad right of
way. Affects Parcels 1, 3, 4, 5, 8, 10, 12, 13,
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14, 16, 17, 18, 19, 21, 22, 23, 24, 25, 26, 27 and
28

7. Patented or unpatented mining claims,
if any, not shown of record in Shoshone
County, Idaho.

8. An easement for a road right-of-way, in
favor of Shoshone County, and recorded
November 20, 1981, as Instrument No.
296757,

Prior to the consummation of this pur-
chase, it should be definitely determined
that the descriptions of the land in the deed
to the United States and in the title insur-
ance policy cover the same property. Addi-
tionally, the affidavit regarding the partner-
ship status of Edwards Investments, dated
May 10, 1986, should be updated to date of
settlement; however, the 1986, should be up-
dated to date of settlement; however, the
updated affidavit need only be executed by
one general partner.

When the above requirements and objec-
tions 1, 2, 3, 5, 6, and 7 have been satisfied
and/or eliminated, and the enclosed draft of
quitclaim deed from the above-named
owners to the United States of America,
duly executed and properly stamped, has
been recorded, the purchase price has been
paid, and a title insurance policy in ap-
proved form (A.L.T.A. U.S. Policy-1963) has
been obtained showing the vesting of a valid
title in the United States of America, and
this Department has been informed in writ-
ing that objections 4 and 8 will not interfere
with the contemplated use of the land, the
title will be approved subject to the rights
and easements referred to in objections 4
and 8.

The title insurance policy and related
papers are enclosed.

Sincerely,
ATTORNEY (GENERAL.
By F. HENrY HasicHT II,
Assistant Attorney General,
Land and Natural Resources Division.
U.S. DEPARTMENT OF JUSTICE,
LAND AND NATURAL
REsSOURCES DIVISION,
Washington, DC, June 16, 1986.
Hon. RicHARD E. LyngG,
Secretary of Agriculture, Washington, DC.

My Dear MR. SECRETARY: An examination
has been made of the title data relating to
the land formerly occupied and used by the
Chicago, Milwaukee, St. Paul and Pacific
Railroad Company as portions of a railroad
right-of-way between the Idaho/Montana
state line at St. Paul Pass and St. Regis,
Montana, in Mineral County, Montana.
This land is to be acquired for a consider-
ation of $1,708,900.00 by authority of exist-
ing legislation. The file number of this De-
partment is 90-1-3-6791.

The land is described in the enclosed draft
of quitclaim deed from John O. Edwards,
Dorothy Edwards, his wife, and Edwards In-
vestments, an Idaho partnership, to the
United States of America.

The title insurance policy No. F15240,
dated as of February 28, 1986, and endorse-
ments to the policy, dated as of May 9, 1986,
June 2, 1986, and June 3, 1986, were pre-
pared by First American Title Insurance
Company and are satisfactory in form.

The title insurance policy and accompany-
ing data disclose the title to be vested in
John O. Edwards and Dorothy Edwards,
nominees for Edwards Investments, an
Idaho partnership, subject to the following
objections:

1. All taxes and assessments.

2. Rights or claims of persons in posses-
sion, if any, not shown of record.
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3. Mechanics' liens, if any, not shown of
record.

4, Easements for roads, highways, rail-
roads, pipelines and public utilities, if any,
not shown of record.

5. Any loss or claim arising from ambigu-
ous legal description used in recorded in-
struments or rights and interest and encum-
brances discovered from a correct legal de-
scription.

6. Right, title and interest of the United
States of America as an abutting owner
upon abandonment of railroad right of way.

7. Reversion to the United States of Amer-
ica according to the United States Depart-
ment of the Interior easement dated August
28, 1908. Also, the United States Depart-
ment of the Interior easement dated Janu-
ary 5, 1972 for transmission line.

8. Any duly located unpatented Lode or
Placer Claims.

9. The effect of the terms and provisions
of the Act of Congress dated March 3, 1875.

10. Railroad rights of way under the
March 3, 1875 Act may be transferred to a
successor Railroad; however, the fee or ser-
vient estate remains in the United States.
When not used for railroad purposes or
when abandoned by the grantee or lawful
successors, they are relinquished, cancelled,
or forfeited to the United States except as
noted below.

a. Act of May 25, 1920 (43 U.S.C. 913): Pro-
vides for conveyance by land grant railroads
of portions of rights-of-way to states, coun-
ties or municipalities to be used as public
highways or streets.

b. Act of March 8, 1922 (43 U.S.C. 913)
Provides for disposition of abandoned or
forfeited railroad grants. This Act was
passed to provide for reversion to the owner
of the adjacent of underlying fee, and avoid
isolated, unmanageable fractions and inter-
ests.

11. Right, title and interest of abutting
owner Edith Mayo, who may have a right of
reversion on abandonment of the railroad
right of way.

Affects: The Southwest gquarter of the
Northeast quarter and the Southeast quar-
ter (Government Lots) of Section 10. Town-
ship 18 North, Range 29 West. Right, title
and interest of abutting owner State of
Montana who may have a right of reversion
on abandonment of the railroad right of
way.

Affects: The Southeast quarter (Govern-
ment Lots) of Section 10. Township 18
North, Range 29 West and the East one-half
of the Northeast quarter of Section 31,
Township 19 North, Range 29 West and the
Southwest quarter of the Southwest quarter
of Section 21, Township 18 North. Range 28
West.

Right, title and interest of abutting owner
Fred R. Moore and subsequent contract
buyers who may have a right of reversion
on abandonment of the railroad right of
WAay.

Affects: Government Lots 2, 5 and 6 of
Section 4, Township 18 North, Range 29
West.

12. Reservations contained in deeds. Exe-
cuted by: Anaconda Copper Mining Compa-
ny. Recorded: November 11, 1911 and Octo-
ber 6, 1913. Book/Page: Book E of Deeds, at
Page 576, 577 and Book E, Page 397 Parcel
F.

Affects: Parcel F.

13. Relinquishment of right of access to
state highway and of light, view and air,
under terms of deed to the State of Mon-
tana. Recorded: November 20, 1973. Book/
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Page: Drawer 1 of Deeds, Card Nos. 1085,
1086 and 1087.

14. Reservations contained in deed. Exe-
cuted by: Deer Creek Gold Mining and Mill-
ing Company. Recorded: April 22, 1908.
Book/Page: Book G of Deeds, at Page 426.
As follows: . . . saves and reserves to itself,
its successors and assigns all minerals what-
soever including coal, iron, natural gas, oil,
ete. with the right of entry upon said lands
above described, beneath the surface to ex-
plore, develop, mine and remove such miner-

Affects: 2.35 acres in the Northwest quar-
ter of the Southeast quarter of Section 25,
Township 19 North, Range 30 West.

15. Reservations contained in deed. Exe-
cuted by: Mary Mitchell and E.M. Mitchell,
her husband. Recorded: October 21, 1907.
Book/Page: Book G of Deeds, at Page 357.
As follows: “reserving from said land hereby
conveyed any portions now belonging to the
Northern Pacific Railway Company. . . "

Affects: East one-half of the Southeast
quarter, of Section 4. Township 18 North,
Range 29 West.

16. Reservations contained in deed. Exe-
cuted by: Anaconda Copper Mining Compa-
ny. Recorded: November 11, 1911. Book/
Page: Book F of Deeds, at Page 574.

Affects: Parcel 1. :

17. Release of access rights granted by the
Chicago, Milwaukee, St. Paul and Pacific
Railroad Company to the State of Montana.
Dated: May 20, 1976. Recorded: July 2, 1976.
Book/Page: Drawer 1 of Miscellaneous Real
Estate, Card No. 804-804D.

Affects: Parcel 1 (Sections 3, 10, 11, 14);
Parcel J (Sections 13, 19, 24).

18. Reservations contained in deed. Exe-
cuted by: Fred T. Sterling and L.W. Ster-
ling, husband and wife and C.H. McLeod
and Clara L. McLeod, husband and wife. Re-
corded: October T, 1907. Book/Page: Book G
of Deeds, at pages 330, 331. As follows: Res-
ervations for mineral rights with the right
to enter upon said lands beneath the sur-
face to explore, develop, mine and remove
such minerals.

19. Reservations contained in deed. Exe-
cuted by: William J, Gerrity and Mary A.
Gerrity, husband and wife. Recorded: Octo-
ber 21, 1907 and November 9, 1909. Book/
Page: Book G of Deeds, at page 351 and
Book E of Deeds, at page 281. As follows:
“reserving, however, unto said parties of the
first part, their heirs and assigns, all miner-
als whatsoever, including coal, iron, natural
gas and oil, with the right of entry upon
said lands beneath the surface to explore,
develop, mine and remove such minerals,
provided, however, that no such entry or
work shall be made or carried on, upon or
from the surface of any land hereby con-
veyed, and that such entry and work shall
at all times be made and carried on subject
to the right of the party of the second part
to surface support of the lands hereby con-
veyed, for railroad purposes and in such
manner as shall not injure, endanger or
interfere with the construction, mainte-
nance, use or operation of the railroad, or of
any structures appurtenances, or appliances
constructed, maintained operated upon the
lands hereby conveyed. . . .”

20. Right, title and interest of the State of
Montana by Instruments as set out below:
For: State Highway. In favor of: State of
Montana. Recorded: September 24, 1940 and
November 17, 1969. Book/Page: Book 9 of
Deeds, at Page 284 and Drawer 1 of Deeds,
Card No. 306.

Affects: Parcel C (Section 8).
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21. An easement affecting the portion of
said premises and for the purpose stated
herein, and incidental purposes. For: A
Deed and Bill of Sale including a right-of-
way to maintain, operate, repair and replace
an electric transmission line. In favor of:
The Montana Power Company. Recorded:
August 1, 1974, Book/Page: Drawer 1 of
Miscellaneous Real Estate, Card No. 1203-
1203X.

Affects: Parcel B-1.

22. An easement affecting the portion of
said premises and for the purpose stated
herein, and incidental purposes. For: A per-
petual right and easement to operate, main-
tain, repair and replace an electric transmis-
sion line, together with supporting struc-
tures, anchors, guys and associated relays
and switches upon, along and across the
right of way and tracts of the railroad as lo-
cated. In favor of: The Montana Power
Company. Recorded: December 2, 1981.
Book/Page: Drawer 1 of Miscellaneous Real
Estate, Card No. 1728-1728K.

Affects: Parcel B-1. Modified by Agree-
ment. Recorded: September 2, 1982. Book/
Page: Drawer 1 of Miscellaneous Real
Estate Card No. 1858-1858E.

23. An easement affecting the portion of
said premises and for the purpose stated
herein, and incidental purposes. For: Pole
and wire right of way easement to be 30 feet
in width, being 15 feet each side of the elec-
tric lines. In favor of: The Montana Power
Company. Recorded: March 12, 1982, Book/
Page: Drawer 1 of Miscellaneous Real
Estate, Card No. 1777-1T77H.

Affects: Parcels B, Eand F.

24. An easement affecting the portion of
said premises and for the purpose stated
herein, and incidental purposes. For: “to
construct, operate and maintain its lines of
Telephone and Telegraph, including the
necessary poles, wires and fixtures . . .” In
favor of: The Mountain States Telephone
and Telegraph Co. Recorded: February 11,
1923 and February 11, 1925. Book/Page:
Book 1 of Miscellaneous Real Estate, at
Page 306 and at Page 308.

Affects: ParcelsE, H, I, J, K, L.

25. An easement affecting the portion of
sald premises and for the purpose stated
herein, and incidental purposes. For: * . . .
to construct, operate and maintain its lines
of telephone and telegraph, including the
necessary poles, wires and fixtures . . .”" In
favor of: Postal Telegraph-Cable Company
of America. Recorded: October 4, 1937 and
July 1, 1937 and April 8, 1933. Book/Page:
Book 2 of Miscellaneous Real Estate, at
Page 191, and at Page 165, and Book 1 of
Miscellaneous Real Estate, at Page 639.

Affects: Parcels E, H, I, J, K, L. (Exact lo-
cation of said easement cannot be deter-
mined; said document also contains a rever-
sionary clause).

26. An easement affecting the portion of
said premises and for the purpose stated
herein, and incidental purposes. For: * . ..
to construct, operate and maintain its lines
of telephone and telegraph, including the
necessary poles, wires and fixtures . . ."” In
favor of: The Mountain States Telephone
and Telegraph Company. Recorded: Sep-
tember 17, 1937. Book/Page: Book 2 of Mis-
cellaneous Real Estate, at Page 189.

Affects: Parcel G. (Exact location of said
easement cannot be determined; said docu-
ment also contains a reversionary clause).

27. An easement affecting the portion of
said premises and for the purpose stated
herein, and incidental purposes. For: “ . ..
to construct, operate and maintain its lines
of telephone and telegraph, including the
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necessary poles, wires and fixtures . . .” In
favor of: The Mountain States Telephone
and Telegraph Company. Recorded: March
1, 1923, April 16, 1923, Book/Page: Book 1 of
Miscellaneous Real Estate, at Page 244 and
at Page 252.

Affects: Parcel I. (Exact location of said
easement cannot be determined).

28. An easement affecting the portion of
said premises and for the purpose stated
herein, and incidental purposes. For: State
Highway. In favor of: State of Montana. Re-
corded: July 2, 1976. Book/Page: Drawer 1
of Miscellaneous Real Estate, Card No. 803-
803C.

Affects: Parcel I (Sections 3, 14).

29. Agreement executed by and between
the parties herein named upon the condi-
tions therein provided. Between: Chicago,
Milwaukee, St. Paul and Pacific Railroad
Company and the State of Montana. Dated:
July 26, 1951. Recorded: October 17, 1971.
Book/Page: Book 3 of Miscellaneous Real
Estate, at Page 272.

Providing: To the State of Montana the
right to use portions of the right-of-way of
the Railroad for the purpose of construct-
ing and maintaining channel changes of the
St. Regis River in connection with the re-
construction of U.S. Highway No. 10 be-
tween Saltese and Haugan, Montana.

30. Agreement executed by and between
the parties herein named upon the condi-
tions therein provided. Between: Chicago,
Milwaukee, St. Paul and Pacific Railroad
Company and the State of Montana. Dated:
February 3, 1950. Recorded: March 23, 1950.
Book/Page: Book 3 of Miscellaneous Real
Estate, at Page 162, Providing: Grants a li-
cense to the State for the right-of-way of
U.S. Highway No. 10.

Affects: Parcel I (Sections 10, 11, 14).

31. Agreement executed by and between
the parties herein named upon the condi-
tions therein provided. Between: Northern
Pacific Railway Company and Chicago, Mil-
waukee, St. Paul and Pacific Railroad Com-
pany Dated: December 30, 1938. Recorded:
January 19, 1939. Book/Page: Book 2 of
Miscellaneous Real Estate, at Page 287. Pro-
viding: To change channel of the St. Regis
River and to construct, maintain and oper-
ate a line of railroad.

Affects: Parcel I (Section 11) and Parcel J
(Section 14).

32. Agreement executed by and between
the parties herein named upon the condi-
tions therein provided. Between: Chicago,
Milwaukee, St. Paul and Pacific Railroad
Company to the United States of America.
Dated: September 4, 1956, Recorded: Octo-
ber 23, 1969. Book/Page: Drawer 1 of Mis-
cellaneous Real Estate, Card No. 131. Pro-
viding: Grants a strip of land 60 feet wide
for a crossing.

Affects: The Northeast quarter of the
Northwest quarter of Section 24, Township
18 North, Range 29 West.

Prior to the consummation of this pur-
chase, it should be definitely determined
that the descriptions of the land in the deed
to the United States and in the title insur-
ance policy cover the same property. Addi-
tionally, the affidavit regarding the partner-
ship status of Edwards Investments, dated
May 10, 1986, should be updated to date of
settlement; however, the updated affidavit
need only be executed by one general part-
ner.

When the above requirements and objec-
tions 1, 2, 3, 9, 10, 12 and 16 have been satis-
fied and/or eliminated and the enclosed
draft of quitclaim deed from the above-
named owners to the United States of
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America, duly executed and properly
stamped, has been recorded, the purchase
price has been paid, and a title insurance
policy in approved form (A.L.T.A. U.S.
Policy—1963) has been obtained showing
the vesting of a valid title in the United
States of America, and this Department has
been informed in writing that objections 4,
5, 8, 11, 13, 14, 15, 17, 18, 19, 20, 21, 22, 23,
24, 25, 26, 27, 28, 29, 30, 31 and 32 will not
interfere with the contemplated use of the
land, the title will be approved subject to
the rights and easements referred to in ob-
jections 4, 5, 8, 11, 13, 14, 15, 17, 18, 19, 20,
21, 22, 23, 24, 25, 26, 27, 28, 29, 30, 31 and 32.
The title insurance policy and related
papers are enclosed.
Sincerely,
F. HENrRY HaBICHT 11,
Assistant Attorney General, Land and
Natural Resources Division.

Mr. MELCHER. Mr. President, I
yield the floor.

The PRESIDING OFFICER (Mr.
CocHrAN). Does any Senator seek rec-
ognition?

Mr. PACKWOOD. Mr, President, I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will eall the roll.

The legislative clerk proceeded to
call the roll.

Mr. DOLE. Mr. President, I ask

unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

TAX REFORM BILL OF 1986

The Senate continued with consider-
ation of the bill.

AMENDMENT NO. 2148

Mr. DOLE. Mr. President, what is
the pending business? Is it the Grass-
ley amendment?

The PRESIDING OFFICER. The
pending business is the Grassley
amendment.

Mr. DOLE. I ask unanimous consent
that it be temporarily laid aside.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

AMENDMENT NO. 2150

Mr. DOLE. Mr. President, I send an
amendment to the desk in behalf of
Senator GrassLEY and myself and ask
for its immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The legislative clerk read as follows:

The Senator from Kansas [Mr. DoLE], for
himself and Mr. GRASSLEY, proposes an
amendment numbered 2150.

On page 1509, between lines 21 and 22
insert.

Paragraph (5) of section 202(d) is amend-
ed by adding at the end thereof new sub-
paragraph (O) as follows—

(0) A project is described in this subpara-
graph if—

(i) a commitment letter was entered into
with a financial institution on January 23,
1986 for the financing of the project,

(ii) the project involves inter-city commu-
nication links (including microwave and
fiber optics communications systems and re-
lated property),
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(iii) the project consists of communica-
tions links between

{a) Omaha, Nebraska and Council Bluffs,
Iowa,

(b) Waterloo, Iowa and Sioux City, Iowa,

(c) Davenport, Towa and Springfield, Illi-
nois, and

(iv) the estimated cost of such project is
approximately $13,000,000.

Mr. DOLE. Mr. President, the
amendment that has just been set
aside includes two provisions. One is
the rule on truck lines and one is Tele-
connect. We have had a discussion, at
least I have had a discussion with the
Senator from Ohio [Mr. METZENBAUM].
He indicated that he had no objection
to the Teleconnect portion but he
wanted to come back and take a look
at the other portion. What I am sug-
gesting is that we adopt the Telecon-
nect portion and I shall then modify
the other provision, to remove Tele-
connect, so that on Monday, the
Grassley amendment with reference to
the rule on truck lines will be pending.
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At that time Senator METZENBAUM
and Senator GRASSLEY could get to-
gether. I do not believe there is any
question on this amendment.

The PRESIDING OFFICER. Is
there any further debate?

Mr. PACKWOOD. This was the

amendment I referred to earlier. We
thought Teleconnect was part of
United. It was an error on our part. It
turns out we did not have the proper
legal relationships between the two
entities. We intended to cover both of

them.

Mr. LONG. Mr. President, I have no
objection to this amendment, and I
know of no objection on this side.

The PRESIDING OFFICER. Is
there further debate? If not, the ques-
tion is on agreeing to the amendment.

The amendment (No. 2150) was
agreed to.

Mr. DOLE. I move to reconsider the
vote by which the amendment was
agreed to.

Mr. PACKWOOD. I move to lay
that motion on the table.

The motion to lay on the table was
agreed to.

AMENDMENT NO. 2148

Mr. DOLE. Mr. President, the pend-
ing business is then the Grassley
amendment. I would ask that that
amendment be modified by striking ev-
erything after line 5. In other words,
everything after “in September 1985.”
Everything following that would be
stricken.

The PRESIDING OFFICER. Is
there objection? Without objection, it
is so modified.

Mr. DOLE. I ask unanimous consent
amendment No. 2148 be temporarily
laid aside so the Senator from Ala-
bama may offer his amendment.

The PRESIDING OFFICER. With-
out objection, it is so ordered.
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AMENDMENT NO. 2151

Mr. HEFLIN addressed the Chair.

The PRESIDING OFFICER. The
Senator from Alabama.

Mr. HEFLIN. Mr. President, I send
to the desk an amendment on behalf
of myself and Senator DENTON.

The PRESIDING OFFICER. The
clerk will report the amendment.

The assistant legislative clerk read
as follows:

The Senator from Alabama [Mr. HEFLIN]
for himself and Mr. DENTON proposes an
amendment numbered 2151.

Mr. HEFLIN. I ask unanimous con-
sent that further reading of the
amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

Section 1518 of H.R. 3838, as reported by
the Committee on Finance of the Senate, is
amended by adding a new subsection (m) at
the end thereof to read as follows:

(m) Limitation on Investment in Nonpur-
pose Obligations.—

(A) IN GENERAL.—Section 103(eX6XC) of
the Internal Revenue Code of 1954 shall not
apply to amounts in & fund described in sub-
paragraph (B) [as that fund is in effect on
the date of enactment]

(B) CERTAIN MANDATORY ACCUMULATIONS.—
A fund is described in this subparagraph if—

(i) amounts must be paid into such fund
under a constitutional provision, statute, or
ordinance which was initially effective in
1901 and was last modified in 1919,

(ii) under such constitutional provision,
statute, or ordinance, amounts paid into
such fund (and receipts from investment of
such fund) can be used only to pay debt
service on general obligations of a govern-
mental unit and for no other purpose, and

(iii) the size of the payments made into
such fund is independent of the size of the
outstanding issues (including the debt serv-
ice thereon).

Mr. HEFLIN. Mr. President, begin-
ning before the 1913 adoption of
amendment XVI to the U.S. Constitu-
tion" which authorized the U.S. Gov-
ernment to levy income taxes, the city
of Birmingham, AL, established a sink-
ing fund to provide a source of pay-
ment for debt service on its bonds.
Pursuant to provisions of the Alabama
Constitution that initially became ef-
fective in 1901 and that were last
modified in 1919, the sources of
income for the Birmingham Sinking
Fund consist of (i) the proceeds of a
property tax that has been levied con-
tinuously since 1901 and that is re-
quired to be applied solely for the pay-
ment of debt service on the city’s
bonds; and (ii) income derived from
the investment of moneys accumulat-
ed in such sinking fund.

Moneys in the Birmingham Sinking
Fund can be used only for the pay-
ment of debt service on the city's
bonds, and when the annual require-
ments of such debt service are less
than the annual tax receipts and in-
vestment income, applicable State law
mandates the accumulation of the re-
sulting surplus. No moneys can be
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withdrawn from the Birmingham
Sinking Fund for the payment of any
operating expenses of the city or for
the payment of the cost of public fa-
cilities or other capital expenditures.

Although not legally required to do
50, the city of Birmingham has histori-
cally managed its bonded debt so that
the annual amounts required for debt
service do not, for any extended period
of time, materially exceed the annual
amounts anticipated to be deposited in
the Birmingham Sinking Fund. This
debt management policy, in conjunc-
tion with the aforementioned legal re-
quirement that no moneys may be
withdrawn except for the payment of
debt service, has resulted in a gradual
increase in the balance of the Birming-
ham Sinking Fund, which now exceeds
$35,000,000.

The existence of this sinking fund,
its creation and preservation by provi-
sions of the Alabama Constitution,
and the historic debt management
policy of the city resulting in the grad-
ual increase of the sinking fund bal-
ance are all factors which together
have been viewed very favorably by
national rating services and have en-
abled the city, despite its share of the
usual economic and demographic prob-
lems afflicting larger cities, to achieve
a rating for its bonds of AA by Stand-
ard & Poor's Corp. and A-1 by
Moody's Investor’s Service. The extent
to which these ratings are unusual and
reflect the favorable impact of the
Birmingham Sinking Fund becomes
more striking when it is recognized
that property taxes in Alabama are
subject to constitutional limitations
and cannot, as is the case in most
other States, be increased without
limit to the extent necessary to pay
bonded debt.

The arbitrage rules of section 103(c)
of the Internal Revenue Code of 1954,
as amended, were enacted in 1969 to
prevent State and local governments
from making a profit at the expense of
the Federal Treasury by issuing tax-
exempt obligations and investing the
proceeds thereof in higher yielding
taxable obligations. Although section
103(c) did not initially interfere with
the continued operation of the Bir-
mingham Sinking Fund, that was not
the case with regulations promulgated
in 1978 to curb the growing use of the
invested sinking fund, which was a fi-
nancing technique that had appeared
since 1969 and was proving to be a sig-
nificant circumvention of the arbi-
trage rules. As originally proposed, the
1978 regulations would have interfered
with the historic operation of the Bir-
mingham Sinking Fund, but the city
was able to persuade the Treasury De-
partment that this sinking fund did
not constitute the kind of open-ended
abuse that the new regulations were
intended to combat.
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The final version of the new regula-
tions contained a specific exemption
for sinking funds that were created
and managed under conditions corre-
sponding to the Birmingham Sinking
Fund. As was the case with the origi-
nal 1978 regulations, the tax reform
bill contains new provisions which sig-
nificantly impair the continued oper-
ation of the Birmingham Sinking
Fund, and the city desires the Treas-
ury Department to approve modifica-
tions to the Tax Reform Act that will
enable the Birmingham Sinking Fund
to be continued under the same condi-
tions that are now recognized in Treas-
ury Regulation, section 1.103-14(d)(5).

Although probably unigue in the
country, the Birmingham Sinking
Fund represents a frugal and prudent
approach to municipal finance which
has been practiced by the city without
change for longer than the Federal
income tax has existed. As mentioned
above, the Treasury Department was
persuaded in 1978 that the Birming-
ham Sinking Fund constituted a his-
torical practice, which, given its
unique and limited use, should not be
upset by the then newly proposed reg-
ulations applicable to invested sinking
funds.

I believe the preservation of Bir-
mingham'’s historic sinking fund is jus-
tified by principles of comity which
should exist between Federal tax law
and long-established financial prac-
tices of State and local governments.
The same considerations which per-
suaded the Treasury Department to
leave the Birmingham Sinking Fund
undisturbed in 1978 should be reflect-
ed in the Tax Reform Act now under
consideration by the Senate.

Section 216 of the Alabama Consti-
tution adopted in 1901, and amend-
ment No. 8 to the Alabama Constitu-
tion adopted in 1919, authorize the
city of Birmingham, among other mu-
nicipalities to levy and collect a speci-
fied property tax which is required to
be used exclusively for the payment of
debt service on the city's bonds. Pursu-
ant to these constitutional provisions,
the city has for more than 85 years
levied and collected such a property
tax and has deposited the proceeds
thereof in the Birmingham Sinking
Fund, which is exclusively dedicated
to the payment of the city’'s bonds.
Since the tax proceeds deposited in
the Birmingham Sinking Fund cannct
be expended for any purpose other
than debt service, a surplus has accu-
mulated in the fund during years in
which the tax revenues have exceeded
debt service.

The cumulative surplus in the fund
has been historically invested without
restriction as to yield, and the relevant
Alabama  constitutional provisions
have been uniformly interpreted by
counsel as requiring the investment
income from such surplus to be added
to the fund and to be held, invested
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and applied according to the same
rules that govern the tax proceeds
constituting the primary source of the
fund. As mentioned in the introduc-
tion to this memorandum, the legal re-
guirements applicable to the Birming-
ham Sinking Fund, together with the
prudent practice of the city in trying
to limit annual debt service to
amounts that do not exceed estimated
annual additions to the fund, have
cause the fund to grow over the years
to a current balance in excess of
$35,000,000.

The regulations originally proposed
by the Treasury Department in 1978
concerning invested sinking funds
would have included the Birmingham
Sinking Fund in the general definition
of a sinking fund. Although the full
effect of the new regulations was
never determined, it was clear that,
without an exemption for the city, the
issuance of any bonds after the effec-
tive date of such regulations would
have required the city to limit the in-
vestment of a proportionate part of its
sinking fund to a yield not exceeding
the yield of such bonds. The Treasury
Department relieved the city from the
application of the new regulations by
adding Treasury Regulation section
1.103-14(d)(5), which exempted a sink-
ing fund held by a municipality from
investment limitations if the fund met
the following three conditions:

First, amounts must be paid into the
fund under a constitutional provision,
statute, or ordinance adopted before
May 3, 1978;

Second, under the constitutional
provision, statute, or ordinance,
amounts paid into the fund—and re-
ceipts from investments of the fund—
can be used only to pay debt service on
the issuer's bonds and for no other
purpose; and

Third, the size of the payment made
into the fund is independent of the
size of any outstanding bond issue—in-
cluding the debt service thereon.

A brief consideration of these three
conditions may illuminate the reason-
ing behind the 1978 decision of the
Treasury Department regarding the
Birmingham Sinking Fund and there-
by justify continuation of the same ex-
emption in the Tax Reform Act now
under consideration.

The first condition, which requires
that amounts must be paid into the
fund under a constitutional provision,
statute, or ordinance adopted before
May 3, 1978, was obviously intended to
distinguish between past practices and
new financing techniques devised after
the effective date of the sinking fund
regulations. In 1978 the Treasury De-
partment was concerned not to pre-
clude the use of any legitimate munici-
pal financing arrangements that had
been developed and implemented just
prior to the effective date of the new
regulations. The conditions of a sink-
ing fund complying with Treasury
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Regulation section 1.103-14(d)(5) have
been frozen since May 3, 1978, and the
same date should be used for any ex-
emption included in the pending Tax
Reform Act. The Birmingham Sinking
Fund has been conducted in accord-
ance with the regulations promulgated
in 1978, and the city does not believe
that the date of any exemption should
be advanced to reflect developments in
municipal finance occurring since that
date.

The second condition, which re-
quires that the fund be used only to
pay debt service, reflects a rule gov-
erning the Birmingham Sinking Fund
that, in relation to the laws of other
States, is probably a unique feature of
Alabama law. Generally when a State
or local governmental unit accumu-
lates a surplus of tax revenues after
having discharged all current debt,
such unit can expend the surplus for
other purposes. By contrast, the city
of Birmingham is required to seques-
ter and retain such surplus for the
payment of future debt service. Al-
though the relevant Alabama law also
applies to other municipalities in the
State, no other municipality, to the
knowledge of the city, has pursued a
conservative debt management policy
over the years which has resulted in
the accumulation of a significant sur-
plus balance in its sinking fund.

The third condition, which requires
that there be no relationship between
the amount of the tax revenues going
into the sinking fund and the size of
the outstanding bond issues, would
appear to be aimed at the principal
feature of the kind of invested sinking
fund that the 1978 regulations were
intended to eliminate. Generally,
State and local governmental units
wanted the advantage of a sinking
fund as it applied to a particular bond
issue, but if payment of that bond
issue had been adequately secured, the
laws in effect in other States prior to
May 3, 1978, unlike the Alabama law
in question, did not require additional
funding of the sinking fund in a
manner independent of the size of the
related bond issue.

The Birmingham Sinking Fund sat-
isfies the three conditions of Treasury
Regulation section 1.103-14(d)X(5).
While these three condidtions do not
seem overly restrictive, the city of Bir-
mingham believes that it has the only
sinking fund in the country which sat-
isfies the three conditions. This belief
is based on the cumulative impression
gained from many different comments
and inquiries made since 1978 by bond
lawyers and underwriters from various
parts of the country. If the Birming-
ham Sinking Fund is unique, it is
probably because of the combined
effect of the second and third condi-
tions.

The tax reform bill contains a provi-
sion that will prevent the city of Bir-
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mingham from continuing to operate
its sinking fund in the historic manner
that such fund has always been oper-
ated. The bill proposed by the act will
limit the aggregate amount of gross
proceeds of a bond issue of the city
that can be invested in “nonpurpose
investments”—all investments made
with moneys in the Birmingham Sink-
ing Fund are expected to constitute
“nonpurpose investments” as defined
in the act—with a yield higher than
the yield of such bond issue to an
amount that may not exceed 150 per-
cent of the scheduled debt service on
such bond issue for the current bond
year.

The sinking fund regulations pro-
mulgated in 1978 were not intended to
interfere with the historical financial
practices of State and local govern-
ments. They were directed instead at
new and clever techniques which de-
parted from traditional practice in
order to deliberately circumvent the
arbitrage rules. In 1978 the Treasury
Department recognized that the Bir-
mingham Sinking Fund represented
historical practice and that it was not
appropriate to disrupt the city’'s reli-
ance on this practice to enhance the
credit rating assigned to its bonds. To
resolve the difficulty created by the
regulations proposed in 1978, the
Treasury Department exempted the
Birmingham Sinking Fund by adopt-
ing Treasury Regulation section 1.103-
14(d)(5). Under the circumstances.

I believe that the substance of the
1978 exemption should be incorporat-

ed in the Tax Reform Act now under
consideration by the U.S. Congress.
Mr. DENTON. Mr. President, I rise
as a cosponsor of the amendment of-
fered by my colleague from Alabama.
In 1913 before the adoption of the

16th amendment authorizing the
United States Government to collect
income taxes, the city of Birmingham,
AL, established a sinking fund to pro-
vide a constant source of capital to pay
the debt service on its bonds. The Ala-
bama constitution provides that
sources of income for the Birmingham
Sinking Fund consist of the proceeds
of a property tax that has been con-
tinuously collected since 1901. The
Birmingham Sinking Fund money can
be used only for debt service on the
bonds and when the annual require-
ments of such debt service are less
than the annual tax receipts and in-
vestment income, State law mandates
the accumulation of the resulting sur-
plus. No moneys can be withdrawn for
the payment of any operating ex-
penses of the city or for the payment
of the cost of public facilities or other
capital expenditures.

The arbitrage rules of section 103(c)
of the Internal Revenue Code of 1954,
as amended, were enacted in 1969 to
prevent State and local governments
from making a profit at the expense of
the Federal Treasury by issuing tax-
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exempt obligations and investing the
proceeds thereof in higher yielding
taxable obligations. Although section
103(c) did not initially interfere with
the continued operation of the Bir-
mingham Sinking Fund, that was not
the case with regulations promulgated
in 1978. As originally proposed, the
regulations would have interfered with
the historic operation of the Birming-
ham Sinking Fund, but the city was
able to persuade the Treasury Depart-
ment that this sinking fund did not
constitute the kind of open-ended
abuse that the new regulations were
intended to combat. The final version
of the new regulations contained a
specific exemption of sinking funds
that were created and managed under
conditions corresponding to the Bir-
mingham Sinking Fund. As was the
case with the original 1978 regula-
tions, the Tax Reform Act of 1985 con-
tains new arbitrage provisions which
significantly impair the continued op-
eration of the Birmingham Sinking
Fund.

Between 1969 and 1978, in order to
take advantage of the arbitrage rules,
many State and local governmental
units began to abandon the traditional
practice of issuing long-term bonds
with serial maturities for the specific
purpose of circumventing the arbi-
trage rules. Instead of issuing bonds
with serial maturities, part of the prin-
cipal of which would be paid each
year, a widespread practice developed
of issuing term bonds, all or a substan-
tial part of the principal of which
would come due in a single installment
20 to 30 years later. For this 20- or 30-
year period the revenues held in the
sinking fund were required to be in-
vested in specified taxable obliga-
tions—generally U.S. Treasury bonds—
bearing a higher rate of interest than
the tax-exempt issue in question and
thereby enabling the issuer to earn
substantial arbitrage profits.

The Treasury Department then pro-
posed new regulations in 1978 to coun-
teract the change in traditional finan-
cial practices of State and local gov-
ernments represented by the invested
sinking fund technique. The new regu-
lations simply treated amounts held in
an invested sinking fund for an issue
of tax-exempt bonds as if they were
proceeds of the bonds and were there-
fore subject to investment limitations.
At the time, the Treasury Department
expressly emphasized that the new
regulations were not intended to inter-
fere with traditional or customary fi-
nancial practices and were, instead,
aimed at sophisticated devices intend-
ed to circumvent the arbitrage rules.

The history of the Birmingham
Sinking Fund is completely free of any
intention to avoid or circumvent Fed-
eral arbitrage law. Although probably
unique in the country, the Birming-
ham Sinking Fund represents a frugal
and prudent approach to municipal fi-
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nance which has been practiced by the
city without change for longer than
the Federal income tax has existed.
The Treasury Department was per-
suaded in 1978 that the Birmingham
Sinking Fund constituted a historical
practice, which, given its unique and
limited use, should not be upset by the
then newly proposed regulations appli-
cable to invested sinking funds. The
city of Birmingham believes that the
preservation of its historic sinking
fund is justified by principles of
comity which should exist between
Federal tax law and long-established
financial practices of State and local
government. The same considerations
which persuaded the Treasury Depart-
ment to leave the Birmingham Sink-
ing Fund undisturbed in 1978 should
be reflected in the Tax Reform Act
now under consideration by the U.S.
Congress.

The Tax Reform Act of 1985 con-
tains two distinet arbitrage provisions
that will prevent the city of Birming-
ham from continuing to operate its
sinking fund in the historic manner
that such fund has always been oper-
ated. First, section 174(d) of the new
Internal Revenue Code of 1985 pro-
posed by the act will limit the aggre-
gate amount of gross proceeds of a
bond issue of the city that can be in-
vested in “nonpurpose investments'—
all investments made with moneys in
the Birmingham Sinking Fund are ex-
pected to constitute ‘“nonpurpose in-
vestment’’ as defined in the act—with
a yield higher than the yield of such
bond issue to an amount that may not
exceed 150 percent of the scheduled
debt service on such bond issue for the
current bond year. Second, section
147(e) of the new Internal Revenue
Code of 1985 will require the city to
rebate to the U.S. Government any
amount by which, first, the aggregate
amount earned on all nonpurpose in-
vestments in which gross proceeds of a
bond issue are invested exceeds,
second, the aggregate amount that
would have been earned on such non-
purpose investments if the yield there-
on had been equal to the yield on such
bond issue.

The sinking fund regulations pro-
mulgated in 1978 were not intended to
interfere with the historical financial
practices of State and local govern-
ments. They were directed instead at
new and clever techniques which de-
parted from traditional practice in
order to deliberately circumvent the
arbitrage rules. In 1978 the Treasury
Department recognized that the Bir-
mingham Sinking Fund represented
historical practice and that it was not
appropriate to disrupt the city’s reli-
ance on this practice to enhance the
credit rating assigned to its bonds.

In circumstances such as this, where
the right that the city of Birmingham
seeks to preserve is unique and where
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any financial loss to the U.S. Treasury
is insignificant, the most fundamental
notion of fairness argues for this
amendment protecting the Birming-
ham Sinking Fund in the Tax Reform
Act of 1985.

Mr. HEFLIN. Mr. President, this
amendment has been looked at and
has been agreed to, I believe, by the
majority and the minority here as well
as the Joint Committee on Taxation.
It is my understanding that in the
final draft the Treasury Department
made suggestions and they now agree
to the language of my amendment.

I do not believe there is any objec-
tion to the amendment.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. PACKEWOOD addressed the
Chair.

The PRESIDING OFFICER. The
Senator from Oregon.

Mr. PACKWOOD. The amendment
has been cleared on this side. We find
it is in order and hope the Senate will,
too.

The PRESIDING OFFICER. The
Senator from Louisiana.

Mr. LONG. There is no objection on
this side, Mr. President. I find no fault
with the amendment and hope it will
be agreed to.

The PRESIDING OFFICER. Is
there further debate? If not, the ques-
tion is on agreeing to the amendment.

The amendment (No. 2151) was
agreed to.

Mr. HEFLIN. Mr. President, I move
to reconsider the vote by which the
bill was passed.

Mr. LONG. Mr. President, I move to
lay the motion on the table.

The motion to lay on the table was
agreed to.

Mr. LONG. I suggest the absence of
a quorum Mr. President.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. DOLE. Mr. President, I ask
unanimous consent that further pro-
ceedings under the quorum call be re-
scinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

ROUTINE MORNING BUSINESS

Mr. DOLE. I ask there now be a
period for the transaction of routine
morning business not to extend
beyond 5:30.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

CALENDAR

Mr. DOLE. Mr. President, I inquire
of the distinguished acting minority
leader if he is in a position to pass the
following calendar items: Calendar
Nos. 680, 691, 692, 693, 694, and 695.

CONGRESSIONAL RECORD—SENATE

Mr. LONG. Mr. President, those
items have been cleared.

Mr. DOLE. I thank the distin-
guished Senator.

I ask unanimous consent that the
Senate proceed to the consideration of
the measure just identified.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

REQUIREMENT FOR CERTAIN
MAIL TO BE CARRIED ON U.S.-
FLAG VESSELS

The bill (S. 186) to further the devel-
opment and maintenance of an ade-
quate and well-balanced American
merchant marine by requiring that
certain mail of the United States be
carried on vessels of United States reg-
istry, was considered, ordered to be en-
grossed for a third reading, read the
third time, and passed; as follows:

S. 186

Be it enacted by the Senate and House of
Representatives of the United Stales of
America in Congress assembled, That title
IV of the Merchant Marine Act, 1936, as
amended (46 App. U.S.C. 1141 et seq.), is
amended by adding at the end thereof a new
section to read as follows:

“SEec. 405. (a) The Postal Service shall con-
tract for the use of vessels of United States
registry to originate any international sea
transportation of mail of the United States
in any case in which the common carrier
which operates or controls such vessel is
enaged in the provision of regular transpor-
tation services to the destination specified
by the Postal Service. The Postal Service
shall not be required to enter into any such
contract if no such vessels are available at
the time the Postal Service seeks to arrange
for the transportation of such mail; or if no
such vessels can provide service sufficient to
meet the actual needs of the Postal Service.

“(b) Any rate charged for the internation-
al sea transportation of mail of the. United
States under subsection (a) of this section
shall comply with the provisions of the
Shipping Act of 1984 (Public Law 98-237).
Any such rate shall not be higher than rates
charged by such carrier for transporting
like goods for private persons.

“(c) Notwithstanding any other provision
of law, in any case in which two or more
common carriers seek to enter into a con-
tract offered by the Postal Service under
subsection (a) of this section, the Postal
Service shall award such contract by com-
petitive bidding and the duration of any
such contract may not exceed one year.

“(d) The Postal Service shall not give any
preference to any common carrier for the
carriage of mail by sea based upon the basis
of length, height, or width of cargo contain-
ers. Unless required by the physical han-
dling limitations of the destination, no invi-
tation for bids or request for proposals for
the carriage of mail may specify the use of
containers of any particular length, height,
or width.

“(e) For purposes of this section, the term
‘common carrier’ means any common carri-
er, other than any ferryboat running on reg-
ular routes, engaged in the transportation
by water of passengers or property between
the United States (or any of its districts, ter-
ritories, or possessions) and any foreign
country, whether in the import or export
trade, except that a cargo boat commonly
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referred to as an ocean tramp shall not be
considered to be a common carrier.”.

SEec. 2. Section 410(b) of title 39, United
States Code, is amended by adding at the
end thereof the following new paragraph:

“(9) Section 405 of the Merchant Marine
Act, 1936, as amended."”.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the bill
was passed.

Mr. LONG. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

NATIONAL NEIGHBORHOOD
CRIME WATCH DAY

The joint resolution (S.J. Res. 256)
designating August 12, 1986, as ‘“Na-
tional Neighborhood Crime Watch
Day”, was considered, ordered to be
engrossed for a third reading, read the
third time and passed.

The preamble was agreed to.

The joint resolution, and the pream-
ble, are as follows:

8.J. REs. 256

Whereas neighborhood crime is of con-
tinuing concern to the American people;

Whereas the fight against neighborhood
crime requires people to work together in
cooperation with law enforcement officials;

Whereas neighborhood crime watch orga-
nizations are effective at promoting aware-
ness about, and the participation of volun-
teers in, crime prevention activities at the
local level; and

Whereas citizens across America will soon
take part in a ‘“National Night Out”, a
unique crime prevention event which will
demonstrate the importance and effective-
ness of community participation in crime
prevention efforts by having people spend
the period from 8 to 9 o'clock postmeridian
on August 12, 1986, with their neighbors in
front of their homes: Now, therefore, be it

Resolved by the Senate and House of Rep-
resentatives of the United States of America
in Congress assembled, That August 12,
1986, is designated as “National Neighbor-
hood Crime Watch Day”, and the President
is authorized and requested to issue a proc-
lamation ecalling upon the people of the
United States to observe such day with ap-
piropriate programs, ceremonies, and activi-
ties.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the joint
resolution was passed.

Mr. LONG. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

NATIONAL FAMILY REUNION
WEEKEND

The joint resolution (S.J. Res. 274)
to designate the weekend of August 1,
1986, through August 3, 1986, as ‘“Na-
tional Family Reunion Weekend,” was
considered, ordered to be engrossed
for a third reading, read the third time
and passed.

The preamble was agreed to.

The joint resolution, and the pream-
ble, are as follows:
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S.J. REs. 274

Whereas the family is the foundation of a
strong America;

Whereas the family nurtures the charae-
ter and identity of individuals;

Whereas it is important to strengthen and
preserve family spirit and unity;

Whereas tracing anecestral roots and creat-
ing a family tree can be an important dis-
COVery process;

Whereas family reunions of any size pro-
vide a strong sense of heritage and pride;
and

Whereas family reunions bridge the gap
between generations, bringing together the
young and old alike to celebrate a family's
rich past: Now, therefore, be it

Resolved by the Senate and House of Rep-
resentatives of the United Stales of America
in Congress assembled, That the weekend of
August 1, 1986, through August 3, 1986, is
designated as “National Family Reunion
Weekend” and the President is authorized
and requested to issue a proclamation call-
ing upon the families of America to observe
such weekend with appropriate activities.

Mr, DOLE. Mr. President, I move to
reconsider the vote by which the joint
resolution was passed.

Mr. LONG. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

NATIONAL DRUNK AND
DRUGGED DRIVING AWARE-
NESS WEEK

The joint resolution (S.J. Res. 362)
to designate the week of December 14,
1986, through December 20, 1986, as
“National Drunk and Drugged Driving
Awareness Week,” was considered, or-
dered to be engrossed for a third read-
ing, read the third time, and passed.

The preamble was agreed to.

The joint resolution, and the pream-
ble, are as follows:

S.J. REs. 362

Whereas traffic accidents cause more vio-
lent deaths in the United States than any
other cause, approximately forty-four thou-
sand in 1985;

Whereas traffic accidents cause thousands
of serious injuries in the United States each
year;

Whereas about 54 per centum of drivers
killed in single vehicle collisions and 38 per
centum of all drivers fatally injured in 1985
had blood alcohol concentrations of 0.10 or
above;

Whereas the United States Surgeon Gen-
eral has reported that life expectancy has
risen for every age group over the past sev-
enty-five years except for Americans fifteen
to twenty-four years old, whose death rate,
the leading cause of which is drunk driving,
is higher now than it was twenty years ago;

Whereas the total societal cost of drunk
driving has been estimated at more than
$26,000,000,000 per year, which does not in-
clude the human suffering that can never
be measured;

Whereas there are increasing reports of
driving after drug use and accidents involv-
ing drivers who have used marijuana or
other illegal drugs;

Whereas driving after the use of thera-
peutic drugs, either alone or in combination
with alcohol, contrary to the advice of phy-
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sician, pharmacist, or manufacturer, may
create a safety hazard on the roads;

Whereas more research is needed on the
effect of drugs either alone or in combina-
tion with alcohol, on driving ability and the
incidence of traffic accidents;

Whereas an increased public awareness of
the gravity of the problem of drugged driv-
ing may warn drug users to refrain from
driving and may stimulate interest in in-
creasing necessary research on the effect of
drugs on driving ability and the incidence of
traffic accidents;

Whereas the publie, particularly through
the work of citizens groups, is demanding a
solution to the problem of drunk and
drugged driving;

Whereas the Presidential Commission on
Drunk Driving, appointed to heighten
public awareness and stimulate the pursuit
of solutions, provided vital recommenda-
tions for remedies for the problem of drunk
driving;

Whereas the National Commission
Against Drunk Driving was established to
assist State and local governments and the
private sector to implement these recom-
mendations;

Whereas most States have appointed task
forces to examine existing drunk driving
programs and made recommendations for a
renewed, comprehensive approach, and in
many cases their recommendations are lead-
ing to enactment of new laws, along with
stricter enforcement;

Whereas the best defense against the
drunk or drugged driver is the use of safety
belts and consistent safety belt usage by all
drivers and passengers would save as many
as ten thousand lives each year.

Whereas an increase in the public aware-
ness of the problem of drunk and drugged
driving may contribute to a change in soci-
ety’'s attitude toward the drunk or drugged
driver and help to sustain current efforts to
develop comprehensive solutions at the
State and local levels;

Whereas the Christmas and New Year
holiday period, with more drivers on the
roads and an increased number of social
functions, is a particularly appropriate time
to focus national attention on this critical
problem;

Whereas designation of National Drunk
and Drugged Driving Awareness week in
each of the last four years stimulated many
activities and programs by groups in both
the private and public sectors aimed at curb-
ing drunk and drugged driving in the high-
risk Christmas and New Year holiday period
and thereafter; and

Whereas the activities and programs
during National Drunk and Drugged Driv-
ing Awareness Week have heightened the
awareness of the American public to the
danger of drunk and drugged driving: Now,
therefore, be it

Resolved by the Senate and House of Rep-
resentatives of the United States of America
in Congress assembled, That the week of
December 14, 1986, through December 20,
1986, is designated as “National Drunk and
Drugged Driving Awareness Week"” and the
President is authorized and requested to
issue a proclamation calling upon the people
of the United States to observe that week
with appropriate activities.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the joint
resolution was passed.

Mr. LONG. I move to lay that
motion on the table.
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The motion to lay on the table was
agreed to.

NATIONAL LITERACY DAY

The joint resolution (S.J. Res. 363)
to designate July 2, 1986, as “National
Literacy Day,” was considered, ordered
to be engrossed for a third reading,
read the third time and passed.

The preamble was agreed to.

The joint resolution, and the pream-
ble, are as follows:

8.J. REs. 363

Whereas literacy is a necessary tool for
survival in society;

Whereas thirty-five million Americans
today read at a level which is less than nec-
essary for full survival needs;

Whereas there are twenty-five million
adults in the United States who cannot
read, whose resources are left untapped, and
who are unable to offer their full contribu-
tion to society;

Whereas the annual cost of illiteracy to
society has been estimated at $6,000,000,000;

Whereas there is a direct correlation be-
tween the number of illiterate adults unable
to perform at the standard necessary for
available employment and the money allo-
cated to child welfare cost and unemploy-
ment compensation;

Whereas, although the largest number of
adult illiterates is comprised of whites, in
proportion to population size in percentages
the number is higher for blacks and Hispan-
ics, resulting in more economic and social
discrimination problems;

Whereas the prison population represents
the single highest concentration of adult il-
literacy;

Whereas one million children between the
ages of twelve and seventeen cannot read
above a third grade level and 15 percent of
recent graduates of urban high schools read
at less than a sixth grade level;

Whereas 85 percent of the juveniles who
appear in criminal court are functionally il-
literate;

Whereas the 47 percent illiteracy rate
among black youths is expected to increase
to 50 percent by 1990;

Whereas one-half of the heads of house-
holds cannot read past the eighth grade
level and one-third of mothers on welfare
are functionally illiterate;

Whereas the federal, State, municipal,
and private literacy programs have only
been able to reach 4 percent of the total il-
literate population;

Whereas it is vital to call attention to the
problem of illiteracy, to help others under-
stand the severity of the problem and the
detrimental effects on society, and to reach
people who are unaware of the free service
and help available for illiteracy: Now, there-
fore, be it

Resolved by the Senate and House of Rep-
resentatives of the United States of America
in Congress assembled, That July 2, 19886, is
designated as “‘National Literacy Day" and
the President is authorized and requested to
issue a proclamation calling upon the people
of the United States to observe such day
with appropriate ceremonies and activities,

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the joint
resolution was passed.

Mr. LONG. I move to lay that
motion on the table.
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The motion to lay on the table was
agreed to.

NATIONAL NUCLEAR MEDICINE
WEEK

The joint resolution (H.J. Res. 297)
to designate the week beginning July
27, 1986, as “National Nuclear Medi-
cine Week," was considered, ordered to
a third reading, read the third time,
and passed.

The preamble was agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the joint
resolution was passed.

Mr. LONG. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

SEQUENTIAL REFERRAL OF
CALENDAR NO. 561, S. 1655

Mr. DOLE. Mr. President, I ask
unanimous consent that Calendar No.
561, S. 1655, as reported by the Com-
mittee on the Judiciary, be sequential-
ly referred to the Committee on Fi-
nance for its consideration thereof,
that any amendments reported by the
Committee on Finance relating to the
subject matter of S. 1655 shall be in
order and that the period for consider-
ation by the Committee on Finance
shall not extend beyond the close of
business on August 1, 1986, provided
that, if S. 1655 is not reported by the
Committee on Finance at such time, it
shall be immediately discharged from
further consideration thereof.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

REPRESENTATION BY SENATE
LEGAL COUNSEL

Mr. DOLE. Mr. President, I send a
resolution to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The
resolution will be stated by title.

The legislative clerk read as follows:

A resolution (S. Res. 433) to direct the
Senate Legal Counsel to represent Senator
ArmsTrRONG and his staff, and to authorize
the testimony of his State Director, in the
case of State of Colorado and the City and
County of Denver v. Mary Cunningham, et
al

The PRESIDING OFFICER. Is
there objection to the present consid-
eration of the resolution?

There being no objection, the Senate
proceeded to consider the resolution.

Mr. DOLE. Mr. President, this
coming Monday morning in a munici-
pal court in Denver, 22 defendants will
be tried for trespass, disturbing the
peace, loitering, and failure to obey
police officers in a case arising out of a
sit-in at Senator ARMSTRONG's State
office just over 1 year ago. The Sena-
tor from Colorado’s State director,
John W. Jackson, has been subpoe-
naed by the prosecution to testify at
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that proceeding as to the events which
gave rise to the arrests and charges in
question.

This resolution would direct the
Senate legal counsel to represent Sen-
ator ArmMsTRONG and his staff in the
matter—as well as authorize Mr. Jack-
son to appear as a witness. Since it has
already been indicated by the defense
that an appeal would likely be taken
from any conviction, the authority
would further carry over to all subse-
quent actions related to the same,
June 12, 1985, incident.

The PRESIDING OFFICER. The
question is on agreeing to the resolu-
tion.

The resolution (S. Res. 433) was
agreed to.

The preamble was agreed to.

The resolution, with its preamble,
reads as follows:

S. REs. 433

Whereas, in the case of State of Colorado
and the City and County of Denver v. Mary
Cunningham, et al. Crim. No. 5-040856,
pending in the Denver County Court,
Denver, Colorado, the prosecution has ob-
tained a subpoena for the testimony of
John W. Jackson, State Director for Sena-
tor William L. Armstrong;

Whereas, pursuant to sections 703(a) and
T04(aX2) of the Ethies in Government Act
of 1978, 2 U.S.C. 288b(a) and 288c(a)2)
(1982), the Senate may direct its counsel to
represent Members or employees of the
Senate with respect to subpoenas issued to
them in their official capacity;

Whereas, by the privileges of the United
States Senate and Rule XI of the Standing
Rules of the Senate, no evidence under the
control or in the possession of the Senate
can, by the judicial process, be taken from
such control or possession but by permission
of the Senate;

Whereas, when it appears that testimony
of employees of the Senate is or may be
needful for use in any court for the promo-
tion of justice, the Senate will take such
action as will promote the ends of justice
consistent with the privileges and rights of
the Senate: Now, therefore, be it

Resolved, That the Senate Legal Counsel
is directed to represent Senator William L.
Armstrong, John W. Jackson, and any other
staff assistant of Senator Armstrong who
may be asked to testify in the case of State
of Colorado and the City and County of
Denver v. Mary Cunningham, et al. or subse-
quent related proceedings.

Sec. 2. That John W. Jackson and any
other staff assistant of Senator Armstrong
who may be asked is authorized to testify in
the case of State of Colorado and the City
and County of Denver v. Mary Cunningham,
el al, including any appeals thereto, except
concerning matters which may be privi-
leged.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the reso-
lution was agreed to.

Mr. LONG. I move to lay the
motion on the table.

The motion to lay on the table was
agreed to.
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H.R. 5036 TO BE HELD AT THE
DESK

Mr. DOLE. Mr. President, I ask
unanimous consent that once the
Senate receives from the House, H.R.
5036, dealing with the arts and hu-
manities, it be held at the desk pend-
ing further disposition.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

H.R. 4841 TO BE HELD AT THE
DESK

Mr. DOLE. Mr. President, I ask
unanimous consent that once the
Senate receives from the House, H.R.
4841, a bill to amend the Carl D. Per-
kins Vocational Education Act with re-
spect to State allotments under the
act, it be held at the desk pending fur-
ther disposition.

The PRESIDING OFFICER. With-
out objection, it is so orderded.

REMOVAL OF INJUNCTION OF
SECRECY—BERNE CONVEN-
TION FOR PROTECTION OF
LITERARY AND ARTISTIC
WORKS (TREATY DOCUMENT
NO. 99-27)

Mr. DOLE. Mr. President, as in exec-
utive session, I ask unanimous consent
that the injunction of secrecy be re-
moved from the Berne Convention for
the Protection of Literary and Artistic
Works (Treaty Document No. 99-27)
transmitted to the Senate on June 18,
1986, by the President of the United
States.

I also ask that the treaty be consid-
ered as having been read the first
time; that it be referred, with accom-
panying papers, to the Committee on
Foreign Relations and ordered to be
printed; and that the President’s mes-
sage be printed in the RECORD.

The PRESIDING OFFICER. With-
out objection, is is so ordered.

The President's message is as fol-
lows:

To the Senate of the United States:

With a view to receiving the advice
and consent of the Senate to acces-
sion, I transmit herewith the Berne
Convention for the Protection of Lit-
erary and Artistic Works. I also trans-
mit, for the information of the Senate,
the report of the Department of State
with respect to the Convention.

The Convention obligates States
party to the Convention to maintain
high levels of protection for artistic
works. The extent of protected works
is broad, ranging from conventional
works—such as books, motion pictures,
and music—to new technological works
including audio and video cassettes,
and computer-related works. The Con-
vention contains detailed provisions
that specify minimum levels of protec-
tion to be provided by member coun-
tries.
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Adherence to the Convention by the
United States will demonstrate our
commitment to improving internation-
al protection afforded intellectual
property. When we are urging other
countries to enhance copyright protec-
tion, the United States can no longer
remain outside the Berne Union. It is,
therefore, a matter of some urgency
that the United States finally join the
Berne Convention.

As indicated in the report of the De-
partment of State, implementation of
the Convention will require legisla-
tion. Until this legislation is enacted,
the United States instrument of acces-
sion will not be deposited with the Di-
rector General of the World Intellec-
tual Property Organization.

I recommend that the Senate give
early and favorable consideration to
the Convention and give its advice and
consent to accession.

RoONALD REAGAN.

THE WHITE HOUSE, June 18, 1986.

————

TAX REFORM ACT OF 1986

The Senate continued with the con-
sideration of H.R. 3838.

Mr. DOLE. Mr. President, we are
waiting for the distinguished Senator
from New York to offer an amend-
ment. It will be the last amendment of
the day, as I understand from the
managers of the bill.

AMENDMENT NO. 2152

(Purpose: Extend moratorium on the appli-
cation of section 312(n) (6) to foreign cor-
porations)

Mr. PACKWOOD. Mr. President, on
behalf of Senator MoyNIHAN, I have
an amendment that will extend the
moratorium on the application of sec-
tion 312(n)(6) to foreign corporations.

I send the amendment to the desk
and ask for its immediate consider-
ation.

The PRESIDING OFFICER. With-
out objection, the Grassley amend-
ment is set aside and the clerk will
report the amendment.

The legislative clerk read as follows:

The Senator from Oregon [Mr. PACK-
woop] for Mr. MOYNIHAN Droposes an
amendment numbered 2152.

Mr. PACKWOOD. Mr. President, I
ask unanimous consent that the read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

Strike subparagraph (E) on page 2503 on
lines 8 through 12 and insert in lieu thereof
the following:

(E) Paragraph (8) of section 312(n) (as re-
designated by subparagraph (C)) is amended
by striking out “paragraphs (5), (6), and (7)"
and inserting in lieu thereof “paragraphs (4)
and (6),” and by inserting the following lan-
guage after “December 31, 1985"": “and para-
graph (5) shall apply only in the case of tax-
able years beginning after December 31,
1987."
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At the appropriate place in the bill, insert
the following new section:

SECTION . TREATMENT OF CERTAIN TECHNICAL
PERSONNEL.

(a) In GENERAL.—Section 530 of the Reve-
nue Act of 1978 is amended by adding at the
end thereof the following new subsection:

“(d) ExcerrioN.—This section shall not
apply to services provided pursuant to an ar-
rangement between such person and an-
other organization whereby the individual
provided services as an engineer designer
drafter, computer programmer, systems an-
alyst, or other similarly skilled worker en-
gaged in a similar line of work for such
other organization.

(b) EFFECTIVE DATE.—the amendment made
by this section shall apply to services ren-
dered after the date of enactment of this
section

Mr. PACKWOOD. Mr. President, as
I indicated just before I proposed the
amendment, this is a 2-year extension
of the moratorium.

(By request of Mr. Packwoob, the
following statement was ordered to be
printed in the RECORD.
® Mr. MOYNIHAN. Mr. President, I
offer an amendment to ensure that a
provision of our 1984 tax legislation,
enacted to remedy a wholly domestic
abuse, is not applied to produce unin-
tended and deleterious consequences
upon the ability of U.S. companies to
compete effectively with their foreign
counterparts in foreign markets.

In 1984, Congress amended the tax
law to close a loophole that permitted
distributions from domestic corpora-
tions made in anticipation of the re-
ceipt of installment sales payments to
be treated by U.S. shareholders as a
nontaxable return of capital. However,
the 1984 amendment would have a
perverse effect upon a domestic corpo-
ration’s ability to claim the appropri-
ate credit for foreign taxes paid by an
overseas subsidiary upon the receipt of
a dividend from the foreign company.
For growing corporations that regular-
ly make installment sales, the 1984
amendment would result in a perma-
nent and constantly increasing loss of
the foreign tax credit.

Congress delayed the application of
the 1984 amendment to foreign corpo-
rations until January 1, 1986, to give
the Treasury Department the oppor-
tunity to study the provision's effect
in the foreign context. I understand
that the Treasury has undertaken the
analysis contemplated by the Con-
gress, and has concluded that the 1984
amendment should not apply to the
computation of the foreign tax credit.

If Congress fails to modify the 1984
amendment to preclude its application
to the computation of the foreign tax
credit, U.S. corporations with overseas
subsidiary operations will have to take
steps to avoid the increased U.S. tax
burden. In the short term, U.S. corpo-
rations may postpone the repatriation
of overseas subsidiary earnings, caus-
ing an actual reduction in U.S. tax rev-
enues.
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As a long-term solution, U.S. corpo-
rations could restructure overseas in-
stallment sales to qualify as leases
under U.S. tax principles. This would
make the U.S. companies less competi-
tive then their foreign counterparts.
Alternatively, corporations could ac-
celerate foreign taxes by selling over-
seas installment contracts for ecash,
once again providing foreign compa-
nies with a competitive edge.

The House tax reform bill would
extend the moratorium adopted in
1984 for 6 months beyond that bill's
January 1, 1986, effective date. The
rate reduction contemplated by the Fi-
nance Committee bill would not
become fully effective until January 1,
1988. If the moratorium were ex-
tended through 1987, the economic
impact of the 1984 amendment would
be mitigated by the proposed U.S. tax
rates, which, in most cases, would be
lower than the presently prevailing
foreign rates.

My purpose is to propose a noncon-
troversial and narrow amendment
aimed at preventing unintended conse-
quences for our domestic companies.

As a review-raising measure, this
amendment further provides a rule
governing the employee status of cer-
tain technical services personnel.

Under this amendment, the classifi-
cation as employees for tax purposes
of certain types of workers should be
clarified. Technical services firms have
retained engineers, designers, drafters,
computer programmers, systems ana-
lysts, and other similarly skilled per-
sonnel to render services to clients of
the technical services firms. Despite
the fact that the Internal Revenue
Service regards such personnel as em-
ployees of the technical services firms,
some of such personnel are taking the
position that they should be treated as
independent contractors and as such
the technical services firms would not
be required to withhold income and
employment taxes from their earn-
ings. Under this amendment such per-
sons would be employees of the techni-
cal services firms and their wages
should be subject to withholding FICA
and FUTA taxes.!

Technical services include services
provided by engineers, designers,
drafters, computer programmers, sys-
tems analysts, and other similarly
skilled personnel who are engaged in
similar lines of work. Generally, per-
sonnel providing such services are re-
tained by the technical services firm
for assignments for clients and may
work for several clients during the
course of their employment by the
technical services firm, although they
may work only for a single client. The
treatment of this class of persons as

! Nothing in this amendment applies to persons
who, under common law standards, are employees
of clients of technical services firms.
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employees will provide greater certain-
ty and simplification in employment
tax law and will result in greater tax
compliance.

The purpose of this amendment—to
treat technical service personnel as
employees of technical services firms—
cannot be avoided by claims that such
personnel are independent contrac-
tors, sole proprietors, partners, or em-
ployees of personal service corpora-
tions controlled by such personnel.
For example, an engineer retained by
a technical services firm to provide
services to an aircraft manufacturer
cannot avoid treatment as an employ-
ee of the technical services firm by or-
ganizing a corporation which he con-
trols and then claiming to provide his
services as an employee of that corpo-
ration.

Nothing in this provision will affect
the application of section 414(n), deal-
ing with so-called employee leasing, to
technical services personnel. That pro-
vision, to the extent applicable under
current law, would continue to apply
in addition to this provision.

This provision will be effective upon
the date of enactment.

The PRESIDING OFFICER. Is
there any debate of the amendment?

Mr. LONG. Mr. President, we are fa-
miliar with the amendment on this
side and pleased that the chairman of
the committee has offered this on
behalf of the Senator from New York
[Mr. MoyNIHAN]. The Senator was re-
quired to leave but he said if we
wanted to agree to this amendment he
would be happy for us to do so.

I am happy to cooperate. I am
pleased to vote for the amendment.

The PRESIDING OFFICER. If
there will be no further debate, the
guestion is on agreeing to the amend-
ment.

The amendment
agreed to.

Mr. PACKWOOD. Mr. President, I
move to reconsider the vote by which
the amendment was agreed to.

Mr. LONG. Mr. President, I move to
lay that motion on the table.

The motion to lay on the table was
agreed to.

PLANT FACILITY TRANSITIONAL RULE

Mr. STEVENS. Mr. President, it is
my understanding that the Finance
Committee's bill includes a transition-
al rule for plant facilities where con-
struction has commenced and more
than 50 percent of the cost was in-
curred or committed prior to January
1, 1986. The committee report states
that construction is not considered to
have commenced until work has actu-
ally begun on the site of the plant fa-
cility except in situations whether the
plant facility is not to be located on
land and, therefore, the initial con-
struction work must be done else-

where.
I would like to ask the distinguished

chairman of the Finance Committee

(No. 2152) was
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whether the committee also intends
that transitional relief may be avail-
able in very limited situations where
construction of a plant facility to be
located on land cannot begin on site
because economic and other logistical
considerations would make such con-
struction unfeasible.

Mr. PACKWOOD. Mr. President, I
would be glad to answer the question
of my colleague from Alaska. It is the
intention of the committee that tran-
sitional relief may be available to par-
ticular plant facility projects to be lo-
cated on land in very limited circum-
stances where the initial construction
work takes place off site because eco-
nomic and logistical considerations
would make such construction unfeasi-
ble.

To illustrate this point with an ex-
ample relevant to Alaska, the con-
struction of plant facilities to be in-
stalled on Alaska's North Slope must
take place outside Alaska because of
the prohibitive costs of onsite con-
struction and other conditions, includ-
ing weather, which make it entirely
impractical to construct on site. These
considerations are equivalent to the
considerations that led the committee
to decide to waive the onsite construc-
tion requirement for plant facilities
not to be located on land. Therefore, it
is the intent of the committee that the
North Slope plant facilities, which are
being constructed in accordance with
the other stipulations of the transi-
tional rule, should be granted transi-
tional relief.

Mr. STEVENS. Mr. President, I
thank my colleague from Oregon for
his clarification of this point.

REAL ESTATE BEROKER REPORTING FROVISION

Mr. MATTINGLY. Mr. President, I
am pleased to rise in support of the
amendment offered yesterday by the
distinguished Senator from New
Hampshire. As a cosponsor, I am ex-
tremely concerned about the impact
the provision in the Senate Finance
Committee bill would have on real
estate transactions.

Current law does not provide for any
type of reporting mechanism by which
the Internal Revenue Service must be
notified when real property is sold and
when a capital gain should be taxed.
However, many believe some real
estate sellers fail to report their prop-
erty sales, thereby avoiding payment
of the required capital gains tax.

The bill before us places the require-
ment of reporting on the real estate
broker. This burden is unjustly placed.
The broker simply locates a buyer for
the seller. Closing agents have filing
requirements, whereas brokers do not.
Why should a party that is not accus-
tomed to reporting and filing proce-
dures be required to carry out such a
task? To do so, in my view, would cer-
tainly be less efficient and effective. I
see no reason why this requirement
should exist.
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Another concern of mine, Mr. Presi-
dent, is the paperwork burden that
will be imposed on real estate brokers
by this provision. Many of these bro-
kers are small businessmen and busi-
nesswomen. They do not need this ad-
ditional paperwork. We in Congress
should not be making it more difficult
for these types of businesses.

Therefore, I believe this revenue-
neutral amendment—which has been
approved by both sides—will satisfac-
torily address the problem. With it, we
can reject this notion of placing such a
burden on real estate brokers, yet still
adequately satisfy the need to have a
way to report capital sales. I am
pleased we have been able to work out
this problem.

PUBLIC EMPLOYEE PENSIONS
® Mr. D’AMATO. Mr. President, I rise
today to discuss a matter of great con-
cern to the millions of State, local, and
Federal employees who are counting
on their pension benefits,

Approximately 19 million individuals
participate in a pension plan spon-
sored by a public entity. Under current
law, retired public employees are per-
mitted to get back all previously taxed
contributions to their pension pro-
grams before being subjected once
again to Federal taxes. That recovery
rule allows the average Federal retiree
to draw benefits for 18 months before
having their pension benefits taxed.

The House bill would end the 3-year
recovery rule after July 1. The Senate
Finance Committee plan now being de-
bated would phase out the recovery
period over 2 years, beginning in Janu-
ary 1988.

This provision will radically change
the years of financial planning by
some 19 million Americans. We are
about to subject public employees at
all levels of government to significant
changes in their retirement plans. I
feel that this proposed change is abso-
lutely wrong.

This is not an esoteric issue. It has a
dramatic impact on postal workers,
teachers, and all other public employ-
ees. In New York there are over
160,000 active Federal employees
counting on 18 months of tax-free re-
tirement benefits. The same holds
true for the over 76,000 postal workers
in my home State. I feel strongly that
these individuals should not have the
rules governing their retirement bene-
fits changed in the middle of the
game.

Mr. President, any change in the re-
tirement plans of even one person
must be carefully considered. Changes
cannot be made in a cavalier manner.
Planning for retirement begins years
before people actually leave the work
force. Millions of public employees

have planned for their retirement
based on current law.

Mr. President, it is my hope that the
House-Senate conference committee
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on the tax bill will retain current law
treatment of public employees’' pen-
sion benefits. I feel that this is the
fairest way to treat the millions of
dedicated public employees in our
Nation.e

Mr. DENTON. Mr. President, when
the United States is described as a
world superpower, the statement is
typically a reference to military supe-
riority. Actually, the superpower label
could just as accurately be applied to
U.S.-agricultural activity.

Last year, for example, United
States farmers harvested almost twice
as much grain as did the Soviet Union,
but they did so using half the acreage.
In other words, the United States
gathered 81 million more tons of grain
on 138 million fewer acres. What is
most incredible about the comparison,
however, is the fact that the Soviet
production was achieved with a work
force of 27 million, while the superior
United States production required a
scant 3.7 million workers.

Achievements like that demonstrate
the truly remarkable productive effi-
ciency and spirit of the American
farmer. It is also testimony to the fact
that the U.S. Government does sup-
port policies that promote American
agriculture.

I believe, therefore, that in consider-
ing the Tax Reform Act of 1986, we
have a special duty to our farmers to
preserve life on the farm—particularly
the small family farm—as a legacy
that can be passed from generation to
generation.

I recently conducted a telephone
survey of farmers in my State and
found that, while overall they support
this tax bill, they are worried about
some of the provisions that, although
well-intended, would further handicap
their livelihood and be unfair to our
Nation’'s most productive sector.

One of the provisions that would hit
the farmers in Alabama the hardest is
the elimination of income averaging.
Over the past 5 years, Alabama farm-
ers have been faced with severe
drought, tornadoes, blight, and early
freezes. It seems, at times, as if noth-
ing worse can happen to the farmers
of our State. The weather is some-
thing that a farmer really does not
like to talk about because it tears at
his soul and he can't do anything
about it. So I think it is very unfair
not to take the unpredictable obstacles
facing farmers into consideration—
special consideration.

I know one farmer whose income in
1981 was $60,000. In 1982, when Ala-
bama had heavy flooding, his income
dropped to $40,000. In 1983, this same
farmer’s farm experienced severe
drought, and he lost his cotton crop,
dropping his income to $30,000; in
1984, there were tornadoes, which
wiped out his pecan crop, dropping is
income further to $18,000.
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In 1985, it cost him more to take his
soybeans out of the field than he
could make at market. Now, in 1986,
the ground is so hard from the effects
of the current drought that he cannot
get his peanuts into the ground. If he
does not get a crop into the ground
soon he will be facing bankrupty.

This farmer is not someone who has
mismanaged his farm. In 1986, he was
honored as one of the best farm man-
agers in our State. It is obvious that
this farmer needs income averaging; it
will probably be the only thing that
saves him from going bankrupt.

Another provision farmers in my
State are concerned about is the elimi-
nation of the capital gains treatment.
Even though I do not like it, I can live
with the elimination of the exclusion
for short-term investments of 6
months, 9 months or a year, but we
should keep capital gains for lifetime
investments that take years to nur-
ture, like timber. A farmer is lucky if
he can cut two stands of timber in his
lifetime, since it takes from 25 to 40
years to grow. Timber growers need
capital gains treatment.

Some farmers are in such desperate
straits that they are having to sell off
portions of third generation farms to
pay off the tax collector and the loan
officer. To tax someone who is having
to sell off part of a family farm at or-
dinary income rates is unfair, forcing
families to sell off even more land.

So we should try to find a way to
take care of long-term farm capital
like land and timber.

I was very glad to see that the Fi-
nance Committee bill liberalizes the
depreciation schedule for farmers, I
am particularly pleased that up to
$10,000 of machinery and equipment
may be written off in the year of pur-
chase.

I was also very relieved to see the Fi-
nance Committee address the farm
debt crisis. No longer will a farmer,
just climbing out of debt, be subject to
new taxes just when he is getting back
on his feet. When a farmer has been in
bankruptcy and has had prior debt re-
leased, that release would not be
counted as income in subsequent
Years.

It is my hope that the conferees will
keep history in mind. History tells us
that when America's farms are strong
and healthy the rest of America’s
economy has historically flourished.

MESSAGES FROM THE
PRESIDENT

Messages from the President of the
United States were communicated to
the Senate by one of his secretaries.

EXECUTIVE MESSAGE
REFERRED

As in executive session, the Presid-
ing Officer laid before the Senate mes-
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sages from the President of the United
States submitting sundry nominations
which were referred to the appropri-
ate committees.

(The nominations received today are
printed at the end of the Senate pro-
ceedings.)

MEASURES HELD AT THE DESK

The following bills were ordered
held at the desk by unanimous con-
sent pending further disposition:

H.R. 4841. An act to amend the Carl D.
Perkins Vocational Education Act with re-
spect to State allotments under the Act.

H.R. 5036. An act to make technical cor-
rections to the National Foundation on the
Arts and the Humanities Act of 1965.

INTRODUCTION OF BILLS AND
JOINT RESOLUTIONS

The following bills and joint resolu-
tions were introduced, read the first
and second time by unanimous con-
sent, and referred as indicated:

By Mr. DAMATO (for himself and
Mr. MATTINGLY):

S. 2580. A bill to amend the Controlled
Substances Act and the Controlled Sub-
stances Import and Export Act to impose in-
creased criminal penalties on cocaine deal-
ers; to the Committee on the Judiciary.

By Mr. SPECTER:

S. 2581. A bill to increase the obligation
limitations for Federal-aid highways and
highway safety construction programs, to
the Committee on Environment and Public
Works.

By Mr. PRYOR (for himself, Mr. MEL-
CHER, Mr. GRASSLEY, Mr. HEINz, Mr.
BumPpeERrs, and Mr. BoREN):

S. 2582. A bill to provide for the deduction
of points when refinancing a home; to the
Committee on Finance.

SUBMISSION OF CONCURRENT
AND SENATE RESOLUTIONS

The following concurrent resolutions
and Senate resolutions were read, and
referred (or acted upon), as indicated:

By Mr. CHILES:

S. Res. 432. A resolution expressing the
sense of the Senate that certain prisoners in
Cuba be granted asylum; to the Commttee
on the Judiciary.

By Mr. DOLE (for himself and Mr.
BYRD):

S. Res. 433. A resolution to direct the
Senate Legal Counsel to represent Senator
Armstrong and his staff, and to authorize
the testimony of his Staff Director, in the
case of State of Colorado and the City and
County of Denver v. Mary Cunningham, et
al; considered and agreed to.

STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

By Mr. D'AMATO (for himself
and Mr. MATTINGLY):

S. 2580. A bill to amend the Con-
trolled Substances Act and the Con-
trolled Substances Import and Export
Act to impose increased criminal pen-
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alties on cocaine dealers; to the
Commttee on the Judiciary.
CRACK AND COCAINE MEANINGFUL PENALTIES
ACT

@ Mr. D’AMATO. Mr. President, I rise
today to introduce the Crack and Co-
caine Meaningful Penalties Act. I am
pleased to announce that the Depart-
ment of Justice enthusiastically sup-
ports the thrust of the bill.

Mr. President, it is time that we
begin to punish cocaine and crack
dealers as severely a we punish heroin
dealers. Currently, cocaine dealers are
not subject to the maximum penalties
available under 21 U.S.C. 841(b) and
960(b) unless they are in trafficking
in, importing, or exporting at least a
kilogram (1,000 grams or 2.2 lbs.) of
cocaine. This is 10 times as high as the
amount of heroin required to merit a
maximum sentence, yet cocaine is no
less dangerous a narcotic.

This amount is unreasonably high.
It offers those who prey on our chil-
dren and our communities a safe
haven that they simply do not deserve.
When 4 or 5 million Americans are
regular users of cocaine, when 1 of
every 6 high school seniors has tried
cocaine at least once, and when an epi-
demic of crack abuse is causing violent
crime to increase dramatically in com-
munities across this country, it is time
to stop treating cocaine as anything
less than an urgent drug law enforce-
ment priority. It is time to make the
punishment fit the crime,

Crack—or rock, as it is also known—
is smokeable freebase cocaine. It sells
for $5 to $20 a dose. The current issue
of Newsweek (June 16, 1986) describes
the severity of the crack crisis in its
cover story on “Crack and Crime:"

The crack trade operates like a guerrilla
insurgency and makes an infuriatingly elu-
sive target for police. Dealers—"ounce
men,” as they are known in L.A.—organize
small cells of pushers, couriers, and lookouts
from the ghetto’'s legion of unemployed
teenagers. . .. Police raids on *“crack
houses” typically recover too little cocaine
to impress prosecutors or the courts . ..
Rock and crack represent a quantum leap in
the addictive properties of cocaine . . . Sold
in tiny chips that give the user a 5- to 20-
minute high, crack often is purer than snif-
fable cocaine . . . Crack addicts are likely to
be paranoid and highly active.

The director of the 1-800-COCAINE
Hotline is quoted in the Newsweek ar-
ticle as saying:

33 percent of all coke users who call are
talking about crack addiction. The explo-
sion has taken place in the past six to nine
months. It's a true epidemic.

According to information compiled
by the hotline, crack and rock are
widely available in 17 cities: Atlanta,
Boston, Chicago, Denver, Detroit,
Houston, Los Angeles, Miami, Newark,
New Orleans, New York, Philadelphia,
Phoenix, San Francisco, Seattle, St.
Louis, and the Washington-Baltimore
area. It is widely available in 25 States.
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Qur laws are seriously out-of-date as
applied to cocaine, and absurdly so as
applied to crack, or freebase cocaine.
An average dose of crack is only 65 mi-
ligrams. Under current law, therefore,
a crack dealer cannot be subject to the
maximum prison term unless he is
caught with a kilogram, or more than
15,000 doses, of crack. This simply
never happens. As a result, those who
traffic in one of the most addictive
substances known to man—a substance
that is spreading a new crime wave
through our cities and towns and our
rural and suburban areas—escape the
severe punishment they deserve.

The bill I am introducing today rec-
ognizes how inadequate these current
penalties are. It set 100 grams of co-
caine and I gram of crack, instead of
1,000 grams, as the threshhold
amounts that will trigger imposition of
the maximum penalties under 21
U.S.C. 841 and 960.

The Crack and Cocaine Meaningful
Penalties Act subjects the first-time
offender, who traffics in 100 grams of
cocaine or 1 gram of crack to a maxi-
mum prison term of 20 years and a
fine of $250,000. It subjects the repeat
offender to up to 40 years and a
$500,000 fine.

The offenses involved are those cov-
ered by 21 U.S.C. 841(a) and 960(a), in-
cluding, among others: the manufac-
ture, distribution, possession with
intent to manufacture and distribute,
importation, and exportation of co-
caine and freebase cocaine.

This bill creates, for the very first
time, a special penalty applicable to
crack. Because crack is so potent, drug
dealers need to carry much smaller
quantities of crack than of cocaine
powder. By treating 1,000 grams of
feebase cocaine no more seriously
than 1,000 grams of cocaine powder,
which is far less powerful than free-
base, current law provides a loophole
that actually encourages drug dealers
to sell the more deadly and addictive
substance, and lets them sell thou-
sands of doses without facing the max-
imum penalty possible.

As the explosive spread of cocaine
and crack made clear, we are failing to
meet one of the essential purposes of
our criminal law, the deterrence of
crime. With penalties that drug deal-
ers laugh at, this plague can only get
worse.

I urge my colleagues to cosponsor
the Crack and Cocaine Meaningful
Penalties Act to close the loopholes
that serve only to protect society's en-
emies—the drug dealers who operate
today with impunity. Let's let the pur-
veyors of these deadly substances
know how tough we are willing to be.

Mr. President, I ask unanimous con-
sent that the full text of my legisla-
tion be printed in the ReEcorp at the
conclusion of my remarks.

Thank you, Mr. President.
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There being no objection, the bill
was ordered to be printed in the
RECORD, as follows:

S. 2580

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled,

SECTION. 1. SHORT TITLE.

This Act may be cited as the "Crack and
Cocaine Meaningful Penalties Act".

SEC. 2. AMENDMENT TO THE CONTROLLED SUB-
STANCES ACT.

Section 401(b)}1)A) of the Controlled
Substances Act (21 U.S.C. 841(bX1XA)) is
amended—

(1) in clause (i) by striking out beginning
with “other than a narcotic drug” through
and including subclause (IIT) and inserting
in lieu thereof a semicolon; and

(2) by striking out clause (ii) and inserting
in lieu thereof the following:

“(ii) 1 gram or more of a base form of co-
caine;”.

SEC. 3. AMENDMENT TO THE CONTROLLED SUB-
STANCES IMPORT AND EXPORT ACT.

Section 1010(bX1) of the Controlled Sub-
stances Import and Export Act (21 U.S.C.
960(b)(1)) is amended—

(1) in subparagraph (A) by striking out be-
ginning with “other than a narcotic drug”
through and including clause (iii) and in-
serting in lieu thereof a semicolon; and

(2) by striking out subparagraph (B) and
inserting in lieu thereof the following:

“({B) 1 gram or more of a base form of co-
caine;".®
® Mr. MATTINGLY. Mr. President, I
am pleased to join with my distin-
guished colleague from New York,
Senator D’AmaTo, in sponsoring the
“Crack and Cocaine Meaningful Penal-
ties Act.” As my colleague has de-
scribed, the legislation recognizes the
real hazard that cocaine and smoke-
able freebasz cocaine, known on the
streets as “crack” and “rock,” pose to
the citizens of our Nation and provides
for appropriate penalties for those
who traffic in these dangerous sub-
stances.

Crack has been known to law en-
forcement officials in cities through-
out this country for less than a year,
yet, according to a report in the June
16, 1986, issue of Newsweek, it “has
suddenly become America’s fastest-
growing drug epidemic and potentially
its most serious. It is cheap, plentiful,
and intensely addictive, a drug whose
potential for social disruption and in-
dividual tragedy is comparable only to
heroin.” That is a sobering statement,
Mr. President, and one which demands
our attention and action.

Because crack is indeed a new phe-
nomenon, our current Criminal Code
does not deal with it effectively. This
measure would create a special penalty
which would apply to this “special”
substance by providing for the maxi-
mum prison term of 20 years and a fine
of $250,000 for the first-time offender
who traffics in 1 gram—the equivalent
of more than 15 doses—of crack. The
penalty for repeat offenders, of
course, would be greater.
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Mr. President, those who traffic in
crack and cocaine lure their custom-
ers, many of whom are children, into
what often become a life of imprison-
ment to the drug, or worse, even
death. I believe it is entirely appropri-
ate, and long overdue, that we get
tough with the cocaine and crack
dealer.

The June 8 edition of the New York
Times carried a story entitled “Crack
Addiction Spreads Among the Middle
Class.”” Accompanying that story was a
photograph which displayed a placard
reading ‘“Crack Down on Crack.” That,
Mr. President, is what this legislation
would do.

Today we know crack is available in
17 cities, among them Atlanta and
New York, major municipalities in my
and my colleague’s home States, and
crack is available in 25 States. Mr.
President, it is too late for some of the
citizens who live there. Their lives
have already been damaged through
addiction or through the distressing
wave of crime which accompanies
crack. But it is not too late for others,
and they deserve protection.

We hope that the penalties which
this bill would impose will create an
effective deterrent against the spread
of crack to other cities and States.
Those who are not deterred would be
punished in a manner more fitting
their crime than is provided for under
current law.

The stakes are high, Mr. President.
They are the welfare, protection, and
very lives of our citizens, particularly
our children, and the safety and tran-
quility of our communities. The Amer-
ican people understand this. In fact, a
Wall Street Journal/NBC News poll
conducted earlier this month shows
that a greater number of those ques-
tioned believed that it was more im-
portant for the Federal Government
to combat drug abuse than to reform
the Tax Code. I ask unanimous con-
sent that the article entitled “Fight
Against Drug Abuse Illustrates the
Limits of Politics as Legislative Solu-
tions Prove Elusive” in which it ap-
peared in today’'s Wall Street Journal
be printed in the REcorp at the con-
clusion of my remarks.

In closing, I urge my colleagues to
respond to the concerns of our citizens
and to lend their support and cospon-
sorship to this important measure.e@

There being no objection, the article
was ordered fo be printed in the
REcoRD, as follows:

[From the Wall Street Journal, June 20,

19861
F1GHT AGAINST DRUG ABUSE ILLUSTRATES THE
LimiTs OF POLITICS AS LEGISLATIVE SOLU-
TIONS PROVE ELUSIVE
(By David Shribman)

ATHENS, GA.—Sen. Mack Mattingly had
just finished a speech in northeast Georgia
and now, during the long ride back to Atlan-
ta, he was musing about the sort of issues
politicians talk about when they run for re-
election.
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There’s the successful flight against infla-
tion, he was saying, and the progress in
bringing down interest rates. And then, as
the lights of Atlanta became visible in the
distance, the Georgia Republican leaned
over in the car and said, “But the biggest
cloud out there is the problem of drugs.”

Indeed, the most recent Wall Street Jour-
nal/NBC News poll indicates that while the
public believes the drug problem is less
urgent than reducing the federal budget
deficit and unemployment and fighting ter-
rorism, it regards curbing drug abuse as an
important challenge—a higher priority, in
fact, than overhauling the tax system. “It
should be the most significant issue that we
face,” says Mr. Mattingly, who is seeking a
second term this November.

But though Rep. William Gray (D., Pa.)
calls it “an epidemic on the level of the me-
dieval European plague and the No. 1 prob-
lem we face” and Sen. Dan Quayle (R., Ind.)
recognizes it is “one of the biggest issues in
America’s families,” the fight against drug
abuse illuminates the limits of politics.

USUAL TOOLS OF POLITICS DON'T WORK

Political figures have come to recognize
that the usual tools of politics—speeches,
bargaining, commissions, legislation—are
poorly suited to this challenge. “It’s not the
kintd of problem that we usually deal with,”
says Sen. Quayle. “If the drug problem
could be resolved by spending $1 billion,
we'd spend $1 billion. But it's not one of
those kinds of problems.”

Moreover, politicians, who are at ease dis-
coursing on traditional themes like the
economy and foreign affairs are simply un-
comfortable talking about drug abuse.

“This kind of issue spooks us,” says
Senate Republican Whip Alan Simpson of
Wyoming. *“We're embarrassed about this
issue—not embarrassed to talk about it, but
embarrassed that we don’'t know anything
about these things.”

To be sure, Congress has taken some steps
to help win the battle against drug abuse. It
has passed legislation allowing the military
to help local law-enforcement officials, stiff-
ened penalties for drug-dealing offenses,
tied U.S. foreign aid to drug-eradication ef-
forts in nations that have exported narcot-
ics here, and upgraded law-enforcement
equipment so that the U.S. isn’t, as Sen.
Paula Hawkins (R., Fla.) is fond of saying,
“outspent, outgunned and outmanned” by
thé drug underground.

CONGRESS FAILS TO RESPOND

But lawmakers acknowledge that Con-
gress has failed to respond creatively to the
drug issue and that traditional politics
hasn't been supple enough to find answers
to the problem or, just as important, to
make it easier for others to address the
issue.

In the past, conventional liberals have
sought to address this issue by attacking the
social problems that lead to drug abuse
while conservatives have sought to increase
penalties against drug traffickers. But the
problem hasn’t lent itself to such facile re-
sponses, particularly in an age when drugs
have won wide acceptance as a recreational
activity among people of all classes.

“You can make speeches and denounce
drug abuse—nobody will criticize you for
that—but to get hold of this issue in a
meaningful way is almost impossible for
folks like us,” says Sen. Paul Simon (D.,
IIL). “There are clearly limits to what we
can do, and that’s frustrating.”

Many experts in drug abuse believe that
political figures have acquitted themselves
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especially poorly in this important national
issue.

‘UTTER IGNORAMUSES' ABOUT DRUGS

“Most of the leading policy makers and
legislators are utter ignoramuses when it
comes to the drug issue,” says Arnold Tre-
bach, a drug-policy expert at the American
University in Washington. Mark Kleiman, a
research fellow in eriminal justice at Har-
vard’s Kennedy School of Government and
a former Reagan administraton Justice De-
partment official, adds: “"Politicians love to
talk about this issue, but they talk about it
in a way that is totally remote from any at-
tempt to make sensible drug policy.”

Mr. Trebach contends that the political
arena is the worst place to debate and fash-
ion a strategy for combatting drug abuse.
“You've got people who are embarrassed to
talk about anything that creates personal
pressure, you've got enormous ignorance on
the part of Congress and you have pure po-
litical expedience—the willingness to exploit
this issue. It's a recipe for social disaster.”

In the past year many Republican legisla-
tors, eager to ensure that the GOP contin-
ues to control the Senate, have deferred on
the drug issue to Sen. Hawkins, who is run-
ning for reelection from Florida, where the
connection between drugs and crime has
given the question great urgency. *“She
knows,"” says on Republican senator, “what
she has to target to get reelected.”

At the same time, others believe the issue
offers great political opportunity to office-
seekers beyond Florida's borders. “This
should be a major political issue,” says
Judith Richards Hope, a member of the
President’s Commission on Organized Crime
and a top domestic adviser in the Ford ad-
ministration. “It affects productivity in
every segment of our society, it is a major
cancer that has got to be rooted out. It is
the fuel . . . of organized crime. It's as seri-
ous a problem as we have in this country.”

STRIKING A RESPONSIVE CHORD

Sen. William Armstrong of Colorado, a po-
tential GOP presidential candidate, has sug-
gested that the drug issue might even make
a foundation for a national campaign. “A
person who raises this as an issue will find
that it strikes a responsive chord,” he says.
“It is a legitimate issue. It cuts clear across
other political and demographic barriers.
This is a concern in the barrio and in the
WASP suburbs.”

But many lawmakers believe that the
public has lost faith in politicians' ability to
address this problem. “We can answer ques-
tions about Contra aid, tax reform, South
Africa and the farm crisis, but I always
wonder why we have such a hard time get-
ting to the nub of this issue.” says Sen.
Nancy Kassebaum (R., Kan.), who was
active in anti-drug work in Wichita before
she went to Washington. “People don't
think we can help this problem. They don’t
look to the Senate.”

Congress hasn't rushed to address the
issue, mainly because the questions involved
offer political peril: How widely should drug
testing be applied? What level of drug abuse
is “acceptable”? Would legalizing certain
milder “recreational” drugs such as marijua-
na ease the problem?

‘‘Politicians like to portray it as a war to
the death with drugs,” says Mr. Kleiman,
the Harvard criminal-justice expert. “So
they can’'t even think about new ways to
attack this problem because they're afraid
of being seen as an opponent of current
policies and thus soft on drugs.”
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By Mr. SPECTER:

S. 2581. A bill to increase the obliga-
tion limitations for Federal-aid high-
ways and highway safety construction
programs; to the Committee on Envi-
ronment and Public Works.

INCREASED FUNDING FOR HIGHWAY

IMPROVEMENT
® Mr. SPECTER. Mr. President, I am
introducing legislation which will au-
thorize increased funding for much
needed highway projects across this
country and in my own State of Penn-
sylvania, without raising taxes. My bill
will do this by drawing down the ap-
proximately $10 billion unobligated
balance that currently exists in the
highway trust fund and preventing
the even greater buildup of unobligat-
ed funds that would occur without this
action.

The cause for this buildup of a high-
way trust fund reserve and a partial
cause of the shortfall in Federal high-
way dollars to the States is that the
States are not allowed to obligate at a
rate that equals their apportionment.
My home State is an example of this.
Pennsylvania’s federally mandated ob-
ligation ceiling versus its apportion-
ment was only 93 cents on the dollar
in 1985 and is 84 cents on the dollar in
1986. Pennsylvania now reportedly has
a $460 million unobligated balance be-
cause of these low mandated obliga-
tion ceilings.

To remedy this situation, obligation
ceilings would be set at $14.2 billion
per year in my bill for fiscal year 1987
through fiscal year 1990. This would
reduce the outstanding obligation in
the highway trust fund to $2.2 billion

by the end of fiscal year 1990 which

represents a reasonable reserve
against unexpected obligations or rev-
enue variances. The $10 billion reserve
is entirely unreasonable.

Comparing the obligation ceiling in
my bill to the ceiling proposed in the
public highway authorization bill, S.
2405, shows the increased spending al-
lowed by my bill:

[in billions of doltars]

Proposed
obligation
ceiling under
my bill

Increased

g Y

my_bi

Pennsylvania’s share of increase !
Fiscal year: Millions
1987 $81.4
1988 8l1.4
1989 81.4
1990 81.4

! Approximately 4.4 percent of U.S. total.

The need for these funds is great in
this country. The Nation has invested
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over $100 billion in the Interstate
Highway System which is 86 percent
complete. It would be unconscionable
to let this investment fall into disre-
pair, but that is what is occurring.

My home State of Pennsylvania is il-
lustrative. Highway funding is simply
not keeping pace with requirements in
Pennsylvania. The State estimates a
requirement of $1.4 billion for inter-
state restoration between now and
1990. Given present funding projec-
tions, Pennsylvania could only mount
$500 million against this shortfall. For
example, Interstate 80, which is a vital
link between the East and the West,
requires $50 million per year to fi-
nance necessary reconstruction, but
receives only $15 million per year
through the regular apportionment of
Federal funds for interstate restora-
tion. The expenditures that I am pro-
posing will greatly help this situation.

Also very important is the signifi-
cant stimulative economic effect that
the expenditure of these funds will
have. A study by the Pennsylvania
Economy League found that 104 jobs
are supported for every $1 million of
highway construction. The increase in
the obligation ceiling, and, therefore,
spending authorization, under my bill
would support approximately 187,200
additional jobs nationwide and 8,500
jobs in Pennsylvania annually.

Increases in obligation ceilings as I
have proposed also will utilize tremen-
dous amounts of steel. The U.S. De-
partment of Transportation issued a
bulletin which states that for every
million dollars of highway dollars
spent across the United States, on av-
erage, 111 tons of steel are utilized.
Based on the increase that I have sug-
gested, steel consumption should in-
crease by approximately 200,000 tons
per year.

I am also offering an amendment to
S. 2405 pertaining to the “Buy Amer-
ica” clause in that bill. The “Buy
America” clause under the 1982 act es-
sentially required that 100 percent of
the steel used in projects funded with
Federal highway funds be domestical-
ly produced. A clause in S. 2405 would
exempt contracts under $500,000 from
being subject to the “Buy America”
clause. I must stand against this at-
tempt to subvert the “Buy America"
provision. If this clause had been in
effect in fiscal year 1985, approximate-
ly 3,000 or 48 percent of the 6,275 con-
tracts awarded would have ben exempt
from “Buy America”. This suggests an
attack on the hard-hit steel industry
that is unacceptable to this Senator.

It is apparent based on the facts
that I have stated that my bill is cru-
cial for meeting the States’ needs for
highway funds and will produce many
additional benefits in steel production
and jobs. My amendment regarding
the “Buy America” clause will assure
that American dollars go to support
American jobs. Both actions are of
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great importance to the Nation and to
my State of Pennsylvania.e@

By Mr. PRYOR (for himself, Mr.
MELCHER, Mr. GRASSLEY, Mr.
HEeinz, Mr. BuMPERS, and Mr.
BOREN):

S. 2582. A bill to provide for the de-
duction of points when refinancing a
home; to the Committee on Finance.

DEDUCTION OF POINTS ON HOME REFINANCING
& Mr. PRYOR. Mr. President, today
I'm introducing legislation to allow
taxpayers to deduct points they pay
when they refinance their homes. This
bill is necessary in order to overturn a
recent announcement by the Internal
Revenue Service [IRS] that under sec-
tion 461(g)(2) of the Tax Code points
paid to refinance a home aren’t de-
ductible in the year paid.

The bill I'm introducing today, Mr.
President, overrules IRS news release
IR-86-68, issued on May 13, 1986. The
legislation does this by amending sec-
tion 461(g)(2) of the Internal Revenue
Code to insert the word “refinancing”
in the statute. The effect of this
change, if adopted, would be to allow
points paid on refinancing a home to
be deducted in the year paid, just like
points paid for the initial purchase of
a home, or points paid to borrow
money to improve a home.

Mr. President, we all know there
have been thousands of taxpayers
across the country who've taken the
opportunity of lower mortgage rates
to refinance their homes. The well-es-
tablished business practice in virtually
all parts of the country is that points
are paid when homes are bought, and
refinanced. Section 461(gX2) of the
Code was put into the law in 1976 in
recognition of the fact that points are
usually paid.

Mr. President, the ability to deduct
mortgage interest is one of the most
sacred parts of the Tax Code in this
country. There've never been any seri-
ous proposals made that would restrict
the ability of taxpayers to take this
deduction. Points are interest paid on
the front-end of the transaction, and
are an acceptable deduction by virtue
of the action of the Congress in the
1976 legislation. To say that simply be-
cause you refinance your home—to
take advantage of lower interest
rates—points paid on the refinancing
of the home aren’'t deductible, seems
to me to be the wrong result for the
taxpayers of this country. Men and
women aren’t refinancing their homes
simply to have something to do. They
are doing this to take advantage of
lower interest rates, which means
lower mortgage payments each month.
Unless we amend the Tax Code to
allow points on refinancing to be de-
ductible, we will have broken a com-
mitment to each homeowner in this
country.
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I urge my colleagues to join me in
this effort, and I hope we can move
this bill through the legislative proc-
ess in a very prompt manner.

Mr. President, I ask unanimous con-
sent that a copy of the bill be printed
in the RECORD.

There being no objection, the bill
was ordered to be printed in the
REecorb, as follows:

S. 2582

Be it enacted by the State and House of
Representatives of the Uniled States of
America in Congress assembled, That (a)
Section 461(g)(2) of the Internal Revenue
Code is amended by inserting after the word
“purchase” the following additional lan-
guage—"', re-financing,”

(b) ErrecTive Date.—The amendment
made by this Act shall be effective for tax-
able years beginning on or after January 1,
1986.@

ADDITIONAL COSPONSORS

S. 489
At the request of Mr. Sassgr, the
name of the Senator from Arizona
[Mr. DEConciNi] was added as a co-
sponsor of S. 489, a bill to amend
chapter 171 of title 28, United States
Code, to allow members of the Armed
Forces to sue the United States for
damages for certain injuries caused by
improper medical care provided during
peacetime.
8. 981
At the request of Mr. SARBANES, the
names of the Senator from Massachu-
setts [Mr. KENNEDY], and the Senator
from North Dakota [Mr. BURDICK]
were added as cosponsors of S. 961, a
bill to authorize the Alpha Phi Alpha
Fraternity to establish a memorial to
Martin Luther King, Jr. in the District
of Columbia.
5.1121
At the request of Mr. ANDREWS, the
name of the Senator from Tennessee
[Mr. Gore] was added as a cosponsor
of S. 1121, a bill to amend the United
States Grain Standards Act to encour-
age foreign agricultural trade by im-
proving the quality of grain shipped
from U.S. export elevator facilities.
8. 1793
At the request of Mr. KENNEDY, the
name of the Senator from Ohio [Mr.
MeTzENBAUM] was added as a cospon-
sor of S. 1793, a bill to amend the
Public Health Service Act to establish
a grant program to develop improved
systems of caring for medical technol-
ogy dependent children in the home,
and for other purposes.
8. 2133
At the request of Mr. KasTeEN, the
name of the Senator from Alabama
[Mr. HEFLIN] was added as a cosponsor
of S. 2133, a bill to amend the Social
Security Act to safeguard the integrity
of the Social Security trust funds by
ensuring prudent investment prac-
tices.
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5. 2209

At the request of Mr. KErrY, his
name was added as a cosponsor of S.
2209, a bill to make permanent and im-
prove the provisions of section 1619 of
the Social Security Act, which author-
izes the continued payment of SSI
benefits to individuals who work de-
spite severe medical impairment; to
amend such Act to require concurrent
notification of eligibility for SSI and
medicaid benefits and notification to
certain disabled SSI recipients of their
potential eligibility for benefits under
such section 1619; to provide for a
GAO study of the effects of such sec-
tion’s work incentive provisions; and
for other purposes.

5. 2288

At the request of Mr. CHILEs, the
name of the Senator from Oklahoma
[Mr. Boren] was added as a cosponsor
of S. 2288, a bill to amend title XIX of
the Social Security Act to permit
States the option of providing prena-
tal, delivery, and postpartum care to
low-income pregnant women and of
providing medical assistance to low-
income infants under one year of age.

5. 2343
At the request of Mr. DURENBERGER,
the name of the Senator from Utah
[Mr. HatcH] was added as a cosponsor
of S. 2343, a bill to authorize the provi-
sion of foreign assistance for agricul-
tural activities in Nicaragua.
5. 2403
At the request of Mr. DURENBERGER,
the name of the Senator from Califor-
nia [Mr. CransTON] was added as a co-
sponsor of S. 2403, a bill to amend the
Internal Revenue Code of 1954 to
assure access to health insurance, and
for other purposes.
5. 24786
At the request of Mr. HUMPHREY, the
names of the Senator from Mississippi
[Mr. StENNIS] and the Senator from
Alabama [Mr. DENTON] were added as
cosponsors of S. 2476, a bill to amend
part E of title IV of the Social Securi-
ty Act to require States to furnish,
and the Secretary of Health and
Human Services to publish, statistical
data relating to the incidence of adop-
tions.
8. 2494
At the request of Mr. BRADLEY, the
name of the Senator from Rhode
Island [Mr. CHAFEE] was added as a co-
sponsor of S. 2494, a bill to amend the
title XVIII of the Social Security Act
to modify the limitations on payment
for home health services under the
Medicare Program to conform regula-
tions; to assure that all legitimate
costs are taken into account in calcu-
lating such limitations; to provide af-
fected parties an opportunity to com-
ment on revisions in Medicare policies;
and to require discharge planning pro-
cedures.
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8. 2532
At the request of Mr. CocHRAN, the
name of the Senator from Mississippi
[Mr. SteNNIS] was added as a cospon-
sor of S. 2532, a bill to amend the Wild
and Scenic Rivers Act by designating a
segment of the Black Creek in Missis-
sippi as a component of the National
Wild and Scenic Rivers System.
5. 2545
At the request of Mr. MoYNIHAN, his
name was added as a cosponsor of S.
2545, a bill to place a moratorium on
the relocation of Navajo and Hopi In-
dians under Public Law 93-531, and for
other purposes.
5. 2573
At the request of Mr. Heinz, the
name of the Senator from Michigan
[Mr. RieGLE] was added as a cosponsor
of S. 2573, a bill to amend the Disaster
Relief Act of 1974 to provide more ef-
fective assistance to disaster and emer-
gency victims.
S. 2574
At the request of Mr. HEINZ, the
name of the Senator from Michigan
[Mr. RiecLE] was added as a cosponsor
of S. 2574, a bill to amend the Disaster
Relief Act of 1974 to provide more ef-
fective assistance to disaster and emer-
gency victims.
SENATE JOINT RESOLUTION 345
At the request of Mr. DoLg, the
name of the Senator from Mississippi
[Mr. CocHrAN] was added as a cospon-
sor of Senate Joint Resolution 345,
joint resolution to designate the week
beginning November 9, 1986, as “Na-
tional Reye's Syndrome Awareness
Week.”
SENATE JOINT RESOLUTION 359
At the request of Mr. NickLEs, the
name of the Senator from Rhode
Island [Mr. PeLL] was added as a co-
sponsor of Senate Joint Resolution
359, joint resolution to designate
March 17, 1987, as “National China-
Burma-India Veterans Association
Day.”
SENATE JOINT RESOLUTION 360
At the request of Mr. Garn, the
names of the Senator from Alabama
[Mr. DENTON], the Senator from Cali-
fornia [Mr. CransTON], the Senator
from California [Mr. WiLson]l, the
Senator from Connecticut [Mr. Dobpb],
the Senator from Georgia [Mr. MAT-
TINGLY], the Senator from Georgia
[Mr. NunN], the Senator from Hawaii
[Mr. Inou¥YE], the Senator from Idaho
[Mr. McCLURE], the Senator from In-
diana [Mr. QuaYLE], the Senator from
Indiana [Mr. Lucar], the Senator from
Louisiana [Mr. JounsTON], the Sena-
tor from Maine [Mr. CoHEN], the Sen-
ator from Michigan [Mr. RIeGLE], the
Senator from Mississippi [Mr. STEN-
Nisl, the Senator from Missouri [Mr.
EAGLETON], the Senator from Nebraska
[Mr. Zorinsky], the Senator from
Nevada [Mr. HecHr], the Senator from
Nevada [Mr. LaxarTt]l, the Senator
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from New Jersey [Mr. LAUTENBERG],
the Senator from New York [Mr.
MoynNiHAN], the Senator from Oklaho-
ma [Mr. NickLeEs], the Senator from
Rhode Island [Mr. CHAFEE], the Sena-
tor from Rhode Island [Mr. PeLL], the
Senator from South Carolina [Mr.
HoLrings], the Senator from South
Carolina [Mr. THURMOND], the Sena-
tor from South Dakota [Mr. ABDNORI],
the Senator from Tennessee [Mr.
Sasser], the Senator from Texas [Mr.
BeENnTsEN], the Senator from Texas
[Mr. GramMm], the Senator from Utah
[Mr. Hatcul, and the Senator from
Virginia [Mr. TriBLE] were added as
cosponsors of Senate Joint Resolution
360, joint resolution to designate July
20, 1986, as “Space Exploration Day."”
SENATE JOINT RESOLUTION 362

At the request of Mr. HUMPHREY, the
name of the Senator from New Mexico
[Mr. DomeNICI] was added as a co-
sponsor of Senate Joint Resolution
362, a joint resolution to designate the
week of December 14, 1986, through
December 20, 1986, as “National
Drunk Driving Awareness Week.”

SENATE JOINT RESOLUTION 363

At the request of Mr. LAUTENBERG,
the names of the Senator from Ten-
nessee [Mr. Gorel, and the Senator
from Alabama [Mr. DENTON] were
added as cosponsors of Senate Joint
Resolution 363, a joint resolution to
designate July 2, 1986, as ‘“National
Literacy Day."”

SENATE CONCURRENT RESOLUTION 148

At the request of Mr. Symwms, the

name of the Senator from Illinois [Mr.

Dixon] was added as a cosponsor of
Senate Concurrent Resolution 148, a
concurrent resolution expressing the
sense of Congress concerning the nu-
clear disaster at Chernobyl in the
Soviet Union.

SENATE CONCURRENT RESOLUTION 151

At the request of Mr. Byrp, the
names of the Senator from Montana
[Mr. MELCHER], the Senator from
Hawaii [Mr. Inouvel, the Senator
from Rhode Island [Mr. PeLLl, the
Senator from Delaware [Mr. BIpen],
and the Senator from New Hampshire
[Mr. HumpPHREY] were added as co-
sponsors of Senate Concurrent Resolu-
tion 151, a concurrent resolution ex-
pressing the sense of the Congress on
United States policy toward Afghani-
stan.

SENATE RESOLUTION 297

At the request of Mr. Dixon, the
name of the Senator from Georgia
[Mr. Nunn] was added as a cosponsor
of Senate Resolution 297, a resolution
to call for an International Congress
on Terrorism.

SENATE RESOLUTION 3987

At the request of Mr. QUAYLE, the

name of the Senator from Iowa [Mr.

GRraSsLEY] was added as a cosponsor of
Senate Resolution 397, a resolution ex-
pressing the sense of the Senate re-
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garding the lending practices of multi-
lateral development banks.
SENATE RESOLUTION 424

At the request of Mrs. HAWKINS, the
names of the Senator from Alabama
[Mr. DeENTON], and the Senator from
Pennsylvania [Mr. HeEiNz] were added
as cosponsors of Senate Resolution
424, a resolution commending Col. Ri-
cardo Montero Duque for the extraor-
dinary sacrifices he has made to fur-
ther the cause of freedom in Cuba,
and for other purposes.

AMENDMENT NO. 1823

At the request of Mrs. KASSEBAUM,
the name of the Senator from Nebras-
ka [Mr. Exon] was added as a cospon-
sor of amendment No. 1823 intended
to be proposed to S. 100, a bill to regu-
late interstate commerce by providing
for a uniform product liability law,
and for other purposes.

AMENDMENT NO. 2125

At the request of Mr. ABDNOR, the
names of the Senator from Minnesota
[Mr. DURENBERGER], the Senator from
North Dakota [Mr. ANDREWS], and the
Senator from Minnesota [Mr. BoscH-
witz] were added as cosponsors of
amendment No. 2125 intended to be
proposed to H.R. 3838, a bill to reform
the international revenue laws of the
United States.

SENATE RESOLUTION 432—RE-
LATING TO CERTAIN CUBAN
POLITICAL PRISONERS

Mr. CHILES submitted the follow-
ing resolution; which was referred to
the Committee on the Judiciary:

S. REs. 432

Whereas, 17 Cuban political prisoners
have been released from imprisonment;

Whereas, these political prisomers have
suffered brutal and inhumane treatment
from a government identified as one of the
worst human rights violators in the world;

Whereas, these individuals have been
denied basic human rights because of their
steadfast opposition to a Communist and to-
talitarian regime;

Whereas, U.S. immigration law has con-
sistently reflected a national policy of pro-
viding safe haven to those experiencing po-
litical persecution;

Whereas, the President of the United
States has pledged to make “any effort™ to
allow these former Cuban political prisoners
to seek refuge in the United States;

Whereas, the Departments of State and
Justice have indicated that asylum will be
denied these former prisoners pending rein-
statement of the December 14, 1985, immi-
gration accord suspended by the Cuban
Government;

Whereas, this denial of asylum will serve
only to work further hardship on these vic-
tims of Cuban injustice;

Be it therefore resolved That it is the sense
of the Senate that for humanitarian rea-
sons—Roger F. Reyes Hernandez, Sergio
Ruiz Hernandez, Fernando Rodriguez Vega,
Francisco Diaz Garrigo, Jose Sanchez
Otero, Osvaldo Sanabria Morales, Osvaldo
Baro Miranda, Manuel Antolin Marcel, Ar-
cadio Peguero Ceballas, Pastor Macuran Ro-
driguez, Jesus Martinez Martinez, Felipe
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Hernandez Garcia, Gilberto Prats Rodri-
guez, Samuel Tejera Milian, Francisco
Garcia Rojas, Fernando Villalan, Juan San-
chez Bruna, be granted asylum in the
United States. That innocent political pris-
oners not be employed as leverage to effect
changes in policy by the Cuban Govern-
ment. And that the Department of State
seek other means to accomplish reinstate-
ment of the December 14, 1985, immigration
accord.

Mr. CHILES. Mr. President, the
recent release of 17 political prisoners
by the Cuban Government is welcome
news. Cuba ranks as one of the world’s
worst violators of human rights and
this release of political prisoners is a
rare bright note.

A few prisoner releases, while wel-
come, do not erase Cuba’s long history
of abuse. Nor will it still our desire to
see those who remain in Cuba’s jails
set free. As free men, we must con-
stantly strive to secure freedom for
Cuba’s political prisoners. Those men
and women whose only offense is a
belief in democracy and who have sac-
rificed so much in defying the totali-
tarian regime of Fidel Castro deserve
nothing less.

Mr. President, after years of suffer-
ing the injustice of the Cuban penal
system, these former prisoners are
now facing what can only be called an
unjust policy decision by the U.S. Gov-
ernment. Incredibly our State Depart-
ment, in a misguided attempt to pres-
sure the Cuban Government to rein-
state the December 14 immigration
accord is denying these men asylum in
the United States. I certainly want the
immigration accord reinstated but pu-
nitive action against men who have
suffered at the hands of Castro is
hardly the way to go about it.

1 believe that by denying these polit-
ical prisoners asylum we punish the in-
nocent for the actions of the guilty.
This does not make sense and to my
mind it won’t leverage the Cuban Gov-
ernment to do anything.

In this country we maintain a long
held tradition of providing haven for
the victims of political persecution. In
this case the State Department has
turned its back on the oppressed and
burdens them for a situation over
which they had no control. It is wrong
to place roadblocks in these political
prisoners’ path to freedom.

I believe the administration should
reconsider this policy. The President
just a few days ago pledged to make
every effort to permit recently re-
leased political prisoners into this
country. The State Department, how-
ever, has not followed through. It is
certainly imperative that the State
Department receive a strong message.

Mr. President, I am introducing a
Senate Resolution to express the con-
cern of the Senate with this situation
and to send a message that those who
have fought the good fight for democ-
racy and suffered at hands of a brutal,
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Communist regime are welcome in this
country.

SENATE RESOLUTION 433—AU-
THORIZING REPRESENTATION
BY THE SENATE LEGAL COUN-
SEL

Mr. DOLE (for himself and Mr.
Byrp) submitted the following resolu-
tion; which was considered and agreed
to:

S. REs. 433

Whereas in the case of State of Colorado
and the City and County of Denver v. Mary
Cunningham, et al Crim. No. 5-040856,
pending in the Denver County Court,
Denver, Colorado, the prosecution has ob-
tained a subpoena for the testimony of
John W. Jackson, State Director for Sena-
tor William L. Armstrong;

Whereas pursuant to sections 703(a) and
T04(aX2) of the Ethiecs in Government Act
of 1978, 2 U.S.C. 288b(a) and 288c(a)2)
(1982), the Senate may direct its counsel to
represent Members or employees of the
Senate with respect to subpoenas issued to
them in their official capacity,;

Whereas by the privileges of the United
States Senate and Rule XI of the Standing
Rules of the Senate, no evidence under the
control or in the possession of the Senate
can, by the judicial process, be taken from
such control or possession but by permission
of the Senate;

Whereas when it appears that testimony
of employees of the Senate is or may be
needful for use in any court for the promo-
tion of justice, the Senate will take such
action as will promote the ends of justice
consistent with the privileges and rights of
the Senate: Now, therefore, be it

Resolved, That the Senate Legal Counsel
is directed to represent Senator William L.
Armstrong, John W. Jackson, and any other
staff assistant of Senator Armstrong who
may be asked to testify in the case of State
of Colorado and the City and County of
Denver v, Mary Cunningham, et al. or subse-
quent related proceedings.

Sec. 2. That John W. Jackson and any
other staff assistant of Senator Armstrong
who may be asked is authorized to testify in
the case of State of Colorado and the City
and County of Denver v. Mary Cunningham,
et al, including any appeals thereto, except
concerning matters which may be privi-
leged.

AMENDMENTS SUBMITTED

TAX RELIEF ACT OF 1986

ROTH AMENDMENT NO. 2139

Mr. ROTH proposed an amendment
to the bill (H.R. 3838) to reform the
internal revenue laws of the United
States; as follows:

On page 1725, beginning with line 4,
strikeout all through page 1727, line 8.

On page 1903, lines 5 and 6, strike “De-

cember 31, 1986 and insert ‘“November 1,
1986".
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DOLE (AND OTHERS)
AMENDMENT NO. 2140

Mr. DOLE (for himself, Mr. LoNg,
Mr., METZENBAUM, Mr. DURENBERGER,
and Mr. CHAFEE) proposed an amend-
ment to the bill (H.R. 3838), supra; as
follows:

On page 1411, line 14, strike “and”.

On page 1411, line 15, strike the period
and insert ', and".

On page 1411, between lines 15 and 16,
insert:

“(4) any deduction for any impairment-re-
lated work expenses.

On page 1412, line 10, strike the end quo-
tation marks.

On page 1412, between lines 10 and 11,
insert:

“{e¢) IMPAIRMENT-RELATED WoRK Ex-
PENSES.—For purposes of this section, the
term ‘impairment-related work expenses’
means expenses—

“(1) of a handicapped individual (as de-
fined in section 190(a)3)) for attendant care
services at the individual's place of employ-
ment and other expenses in connection with
such place of employment which are neces-
sal:iy for such individual to be able to work,
an

“(2) with respect to which a deduction is
allowable under section 162 (determined
without regard to this section).”

On page 2610, between lines 17 and 18,
add the following new paragraph:

(4) Section 7702(e)(2) is amended—

(A) by striking out “and"” at the end of
subparagraph (A),

(B) by striking out the period at the end
of subparagraph (B), and inserting in lieu
thereof a comma and “and”, and

(C) by adding at the end thereof the fol-
lowing new subparagraph:

“(C) for purposes of the cash value accu-
mulation test, the death benefit increases
may be taken into account if the contract—

“(i) has an initial death benefit of $5,000
or less,

“(ii) provides for a fixed predetermined
annual increase not to exceed 10 percent of
the initial death benefit or 8 percent of the
death benefit at the end of the preceding
year, and

“(iii) was purchased to cover payment of

burial expenses or in connection with prear-
ranged funeral expenses.
For purposes of subparagraph (C), the ini-
tial death benefit of a contract shall be de-
termined by treating all contracts issued to
the same contract owner as 1 contract.”

On page 1923, after line 21, insert:

SEC. 1003. DENIAL OF DEDUCTION FOR INTEREST
ON LOANS FROM CERTAIN LIFE IN-
SURANCE CONTRACTS.

(a) IN GENERAL.—Section 264(a) (relating
to disallowance of deduction for certain
amounts paid in connection with insurance
contracts) is amended by adding after para-
graph (3) the following new paragraph:

“(4) Any interest paid or accrued on any
indebtedness with respect to 1 or more life
insurance policies owned by the taxpayer
covering the life of any individual who is—

“(A) an officer or employee of, or

“(B) any person financially interested in,
any trade or business carried on by the tax-
payer to the extent that the aggregate
amount of such indebtedness exceeds
$50,000.”

(b) CoNFORMING AMENDMENT.—Section
264(a) is amended by adding at the end
thereof the following new sentence: “Para-
graph (4) shall apply with respect to con-
tracts purchased after June 20, 1986.
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(c) ErFECTIVE DATE.—The amendments
made by this section shall apply to con-
tracts purchased after June 20, 1986, in tax-
able years ending after such date.

STEVENS AMENDMENT NO. 2141

Mr. STEVENS proposed an amend-
ment to the bill (H.R. 3838), supra; as
follows:

On page 2454, on line 7, insert the follow-
ing new section:

SEC. 1709. AMENDMENT TO THE REINDEER INDUS-
TRY ACT OF 1937.

(a) Tax EXEMPTION FOR REINDEER-RELATED
Income.—Before the period at the end of
the first sentence of section 8 of the Act of
September 1, 1937, insert the following: ":
Provided, That during the period of the
trust, income derived directly from the sale
of reindeer and reindeer products as provid-
ed in this Act shall be exempt from Federal
income taxation".

(b) EFrFECTIVE DATE.—The amendment
made by this section shall take effect as if
originally included in the provision of the
Act of September 1, 1937, to which such
amendment relates.

On gage 1903, between lines 6 and 7, add
the following:

“(d) Notwithstanding the above provisions
the amendments made by this section shall
apply to taxable years beginning after July
1, 1986.”

HIGHWAY IMPROVEMENTS

SPECTER AMENDMENT NO. 2142

(Ordered referred to the Committee
on the Judiciary.)

Mr. SPECTER submitted an amend-
ment intended to be proposed by him
to the bill (S. 2405) to authorize appro-
priations for certain highways in ac-
cordance with title 23, United States
Code, and for other purposes; as fol-
lows:

On page 47, strike out lines 6 through 19.

TAX REFORM ACT OF 1986

BUMPERS (AND OTHERS)
AMENDMENT NO. 2143

Mr. BUMPERS (for himself, Mr.
MATTINGLY, and Mr. METZENBAUM) pro-
posed an amendment, which was sub-
sequently modified, to the bill (H.R.
3838), supra; as follows:

On page 1659, beginning with line 21,
strike out all through page 1661, line 2, and
insert in lieu thereof the following:

SEC. 559. LIMITATION ON NET OPERATING LOSS
CARRYBACKS.

(a) In GeENERAL—Section 172 (relating to
net operating loss deduction) is amended by
redesignating subsection (1) as subsection
(m) and by inserting after subsection (k) the
following new subsection:

“(1) LIMITATION ON NET OPERATING LOSS
CARRYBACKS.—For purposes of this section,
with respect to any corporation, any net op-
erating loss carryback shall reduce such cor-
poration’s income tax liability with respect
to any carryback year only to the extent
such carryback does not exceed an amount
equal to the product of —

“(1) the amount of such carryback, and
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“(2) the highest rate of tax prescribed
under section 11 in the taxable year to
which the net operating loss giving rise to
such carryback arose; provided, however,
That the number used as such highest rate
of tax shall be adjusted, under regulations;
s0 that the revenues generated by this sec-
tion shall not exceed $200 million during
the period of fiscal years 1987-1991.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to net oper-
ating losses for taxable years beginning
after December 31, 1986.

BYRD (AND ROCKEFELLER)
AMENDMENT NO. 2144

Mr. BYRD (for himself and Mr.
ROCKEFELLER) proposed an amendment
to the bill (H.R. 3838), supra; as fol-
lows:

At the appropriate place insert the follow-

SEC. .SPECIAL RULE FOR SECTION 404(¢c) PLAN

(a) Section 205 of the ERISA of 1974 is
amended by adding thereto a new subsec-
tion “(k)"” to read as follows:

“(k) The provisions of this section do not
apply to a plan that the Secretary of the
Treasury has determined is a plan described
in Section 404(c) of the Internal Revenue
Code of 1954, or a continuation thereof, in
which participation is substantially limited
to individuals who, before January 1, 1976,
ceased employment covered by the Plan.”

(b) Section 401(a)(11) of the Internal Rev-
enue Code of 1954 is amended by adding
thereto a new subparagraph “(E)” to read as
follows:

“(E) The provisions of this paragraph do
not apply to a plan that the Secretary of
the Treasury has determined is a plan de-
scribed in Section 404(c), or a continuation
thereof, in which participation is substan-
tially limited to individuals who, before Jan-
uary 1, 1976, ceased employment covered by
the Plan.”

(c) Section 303 of the Retirement Equity
Act of 1984 is amended by adding thereto a
new subsection “(f)"” to read as follows:

“(f) The requirements of this section do
not apply to a plan that the Secretary has
determined is a plan described in Section
404(c), or a continuation thereof, in which
participation is substantially limited to indi-
viduals who, before January 1, 1976, ceased
employment covered by the Plan.”

BAUCUS AMENDMENT NO. 2145

Mr. BAUCUS proposed an amend-
ment to amendment No, 2143 proposed
by Mr. Bumpers (and others) to the
bill (H.R. 3838), supra, as follows:

In lieu of the matters proposed to be in-
serted, insert the following:

SEC. 559. VOLUNTARY DISCLOSURE POLICY.

(a) In GeENERaL.—Except as provided in
subsection (b) in the case of any violation of
any tax law for any taxable period, the tax-
payer shall not be liable for any Federal
criminal penalty relating to tax administra-
tion under section 6103(b)(4) of the Internal
Revenue Code of 1954 with respect to such
violation, if full disclosure of such violation,
and the source of the income with respect to
such violation, is made to the Secretary of
the Treasury or his designee before notice
of an inquiry or investigation into the tax-
payer’s tax affairs is given to the taxpayer
(or a related party) by the Internal Revenue
Service, any other law enforcement agency,
or any tax administration agency.
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(b) Seecrric ExcepTIONS.— Subsection (a)
shall not apply to any violation—

(1) of the National Firearms Act,

(2) related to income resulting from an
action that is a violation of Federal, State,
or local law (other than tax law), or

(3) With respect to which the taxpayer
made any representation pursuant to an ap-
plication for relief under this section which
is false or fraudulent in any material re-
spect.

(¢) REGULATIONS To IMPLEMENT POLICY.—
Subsection (a) shall take effect upon the is-
suance by the Secretary of the Treasury or
his delegate of such regulations as may be
necessary or appropriate to carry out the
proposes of such subsection. Such regula-
tions shall be issued no later than January
1, 1987, and may provide that subsection (a)
not apply ot certain categories of persons.
Subsection (a) shall not apply after the date
which is 2 years after the date of the issu-
ance of such regulations. In no event shall
subsection (a) apply unless section 9505 of
the Internal Revenue Code is in effect.

(d) REGULATIONS To IMPLEMENT PoOLICY.—
Subsection (a) shall take effect upon the is-
suance by the Secretary of the Treasury or
his delegate of such regulations as may be
necessary or appropriate to carry out the
purposes of such subsection. Such regula-
tions shall be issued no later than January
1, 1987, and may provide that subsection (a)
not apply to certain categories of persons.

(e) PusLiciTY CAMPAIGN FOR VOLUNTARY
DiscLosuRE PoLicy, ETc.—

(1) IN GENERAL.—The Secretary of the
Treasury shall supplement existing taxpay-
er service programs with a comprehensive
publicity campaign concerning the provi-
sions of subsection (a)s and a public rela-
tions program to restore public confidence
in the Federal tax system.

(2) PUBLICITY CAMPAIGN TECHNIQUES.— The
publicity campaign shall include public
press releases, annual notices to taxpayers,
and notices in Internal Revenue Service
publications for general public usage.

GORE (AND SASSER)
AMENDMENT NO. 2146

Mr. GORE (for himself and Mr.
Sasser) proposed an amendment to
the bill (H.R. 3838), supra; as follows:

©On page 2710, line 22, strike out “or”.

On page 2711, line 11, strike out the
period and insert in lieu thereof a comma
and "or”.

On page 2711, between lines 11 and 12,
insert the following new subparagraph:

(D) if—

i (i) such facility is a thermal transfer facil-
ty.

(ii) is to be built and operated by the Elk
Regional Resource Authority, and

(iii) is to be on land leased from the
United States Air Force at Arnold Engineer-
ing Development Center near Tullahoma,
Tennessee.

On page 2712, between lines 2, and 3,
insert the following new subparagraph:

(D) In the case of a solid waste disposal fa-
cility described in paragraph (2)(D), the ag-
gregate face amount of obligations to which
paragraph (1) applies shall not exceed
$25,000,000.

GORTON AMENDMENT NO. 2147

Mr. GORTON proposed an amend-
ment to the bill (H.R. 3838), supra; as
follows:
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(e) Tax-EXEMPT STATUS FOR ORGANIZA-
TIONS INTRODUCING INTO PuBLICc USE TECH-
NOLOGY DEVELOPED BY QUALIFIED ORGANIZA-
TIONS.—

(1) IN GENERAL.—Section 501 (relating to
exemption from tax on corporations, certain
trusts, etc.) is amended—

(A) by redesignating subsection (m) as
subsection (n), and

(B) by inserting after subsection (1) the
following new subsection:

“Um) ORGANIZATIONS INTRODUCING INTO
PuprLic Use TECHNOLOGY DEVELOPED BY
QUALIFIED ORGANIZATIONS.—

“(1) In GENERAL.—For purposes of this
title, an organization shall be treated as an
organization organized and operated exclu-
sively for charitable purposes if such organi-
zation—

“(A) is organized and operated exclusive-
Iy—
“(i) to provide for (directly or by arrang-
ing for and supervising the performance by
independent contractors)—

*“(I) reviewing technology disclosures from
qualified organizations,

*(II) obtaining protection for such tech-
nology through patents, copyrights, or
other means, and

“(II1) licensing, sale, or other exploitation
of such technology,

“(ii) to distribute the income therefrom,
after payment of expenses and other
amounts agreed upon with originating quali-
fied organizations, to such qualified organi-
zations, and

“(iii) to make research grants to such
qualified organizations,

“(B) regularly provides the services and
research grants described in subparagraph
(A) exclusively to 1 or more qualified orga-
nizations, except that research grants may
be made to such qualified organizations
through an organization which is controlled
by 1 or more organizations each of which—

“(i) is an organization described in subsec-
tion (eX3) or the income of which is ex-
cluded from taxation under section 115, and

“(il) may be a recipient of the services or
research grants described in subparagraph
(A), and

“(C) derives at least 80 percent of its gross
revenues from providing services to quali-
fied organizations located in the same state
as the state in which such organization has
its principal office; and was incorporated on
July 20, 1981.

“(2) QUALIFIED ORGANIZATIONS.—For pur-
poses of this subsection, the term ‘qualified
organization’ has the same meaning given to
such term by section 30(e)6).”

On page 2207, line 14, strike out “(e)" and
insert in lieu thereof “(f)".

GRASSLEY (AND DOLE)
AMENDMENT NO. 2148

Mr. GRASSLEY (for himself and
Mr. DoLE) proposed an amendment,
which was subsequently modified, to
the bill (H.R. 3838), supra; as follows:

On page 1515, between lines 21 and 22,
insert:

(16) CerTAIN TRUCKS.—The amendments
made by section 201 shall not apply to
trucks, tractor units, and trailers which a
privately held truck leasing company head-
quartered in Des Moines, Iowa, contracted
to purchase in September 1985.
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MATSUNAGA AMENDMENT NO.
2149

Mr. MATSUNAGA proposed an
amendment to the bill (H.R. 3838),
supra, as follows:

At the end of title XVII, insert the follow-
ing:
SEC. .SPECIAL RULE FOR EDUCATIONAL ACTIVI-

TIES AT CONVENTION AND TRADE
SHOWS.

(a) CERTAIN EDUCATIONAL ACTIVITIES
TREATED AS CONVENTION AND TRADE SHOW
ActiviTiEs.—Section 513(dX3XB) (relating
to qualified convention and trade show ac-
tivity) is amended by inserting after “indus-
try in general” the following: "“or to educate
persons in attendance regarding new devel-
opments or products and services related to
the exempt activities of the organization”.

(b) QUALIFYING ORGANIZATIONS.—Section
513(dX3)XC) (relating to qualifying organi-
zation) is amended by striking out “501(c)(5)
or (6)" and inserting in lieu thereof “501(c)
(3), (4), (5), or (6)" and by inserting before
the period at the end thereof the following:
“or which educates persons in attendance
regarding new developments or products
and services related to the exempt activities
of the organization”.

(c) ErrecTivE DATE.—The amendments
made by this Section shall apply to activi-
ties in taxable years beginning after the
date of enactment of this Act.

At the appropriate place in title V, insert
the following:

SEC. . PRIVATE FOUNDATIONS SUBJECT TO ESTI-
MATED PAYMENT OF CERTAIN EXCISE
TAXES.

(a) IN GENERAL.—Section 6154 (relating to
installment payments of estimated income
tax by corporations) is amended by insert-
ing at the end thereof the following new
subsection:

“(h) CEeERTAIN PRIVATE FOUNDATIONS.—

With respect to any private foundation sub-
ject to the excise tax imposed by section
4940, this section and section 6655 shall

apply, as provided by regulation, in a
manner consistent with the provisions of
such sections.”

(b) ErFFECTIVE DATE—The amendment
made by this section shall apply to taxable
years beginning after December 31, 1986.

DOLE (AND GRASSLEY)
AMENDMENT NO. 2150

Mr. DOLE (for himself and Mr.
GRASSLEY) proposed an amendment to
the bill (H.R. 3838), supra; as follows:

On page 1509, between lines 21 and 22
insert:

Paragraph (5) of section 202(d) is amend-
ed by adding at the end thereof new sub-
paragraph (0) as follows—

(0) A project is described in this subpara-
graph if—

(i) a commitment letter was entered into
with a financial institution on January 23,
1986 for the financing of the project,

(ii) the project involves inter-city commu-
nication links (including microwave and
fiber optics communications systems and re-
lated property),

(iii) the project consists of communica-
tions links between

(a) Omaha, Nebraska and Council Bluffs,
Iowa,

(b) Waterloo, Iowa and Sioux City, Iowa,

(c) Davenport, Iowa and Springfield, Illi-
nois, and

(iv) the estimated cost of such project is
approximately $13,000,000.
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HEFLIN (AND DENTON)
AMENDMENT NO. 2151

Mr. HEFLIN (for himself and Mr.
DENTON) proposed an amendment to
the bill (H.R. 3838), supra; as follows:

Section 1518 of H.R. 3838, as reported by
the Committee on Finance of the Senate, is
amended by adding a new subsection (m) at
the end thereof to read as follows:

(m) LIMITATION ON INVESTMENT IN NoON-
PURPOSE OBLIGATIONS.—

(A) INn cENERAL.—Section 103(eX6)XC) of
the Internal Revenue Code of 1954 shall not
apply to amounts in a fund described in sub-
paragraph (B) as that fund is in effect on
the date of enactment.

(B) CERTAIN MANDATORY ACCUMULATIONS,—
A fund is described in this subparagraph if—

(i) amounts must be paid into such fund
under a constitutional provision, statute, or
ordinance which was initially effective in
1901 and was last modified in 1919,

(ii) under such constitutional provision,
statute, or ordinance, amounts paid into
such fund (and receipts from investment of
such fund) can be used only to pay debt
service on general obligations of a govern-
mental unit and for no other purpose, and

(iii) the size of the payments made into
such fund is independent of the size of the
outstanding issues (including the debt serv-
ice thereon).

MOYNIHAN AMENDMENT NO.
2152

Mr. PACKWOOD (for Mr. MoYNI-
HAN) proposed an amendment to the
bill (H.R. 3838), supra; as follows:

Strike subparagraph (E) on page 2503 on
lines 8 through 12 and insert in lieu thereof
the following:

(E) Paragraph (8) of section 312(n) (as re-
designated by subparagraph (C)) is amended
by striking out “paragraphs (5), (6), and (7)"
and inserting in lieu thereof “paragraphs
(4) and (6),” and by inserting the following
language after “December 31, 1985": “and
paragraph (5) shall apply only in the case of
taxable years beginning after December 31,
1987."

At the appropriate place in the bill, insert
the following new section: Section . Treat-
ment of certain technical personnel

(a) IN GENERAL.—Section 530 of the Reve-
nue Act of 1978 is amended by adding at the
end thereof the following new subsection:

“(d) Exceprion.—This section shall not
apply to services provided pursuant to an ar-
rangement between such person and an-
other organization whereby the individual
provides services as an engineer, designer,
drafter, computer programmer, systems an-
alyst, or other similarly skilled worker en-
gaged in a similar line of work for such
other organization.”

(b) ErrFeEcTIVE DaATE.—The amendment
made by this section shall apply to services
rendered after the date of enactment of this
section.

NOTICES OF HEARINGS
SELECT COMMITTEE ON INDIAN AFFAIRS
Mr. ANDREWS. Mr. President, I
would like to announce for the infor-
mation of the public that the Select
Committee on Indian Affairs will be
holding a hearing on Wednesday, July
16, 1986, in Senate Dirksen 628, com-
mencing at 10 a.m., on S. 1453, to reaf-
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firm the boundaries of the Great
Sioux Reservation to convey federally
held lands in the Black Hills to the
Sioux Nation; to provide for the eco-
nomic development, resource protec-
tion, and self-determination of the
Sioux Nation; to remove barriers to
the free exercise of the traditional
Indian religion in the Black Hills; to
preserve the sacred Black Hills from
desecration; to establish a wildlife
sanctuary; and for other purposes.
Those wishing additional information
should contact Peter Taylor of the
committee at 224-2251.

SUBCOMMITTEE ON PUBLIC LANDS, RESERVED
WATER AND RESOURCE CONSERVATION

Mr. WALLOP. Mr. President, I
would like to announce for the infor-
mation of the Senate and the publie,
the scheduling of public hearings
before the Subcommittee on Public
Lands, Reserved Water and Resource
Conservation on Tuesday, August 19,
1986, in La Grande, OR. The subcom-
mittee will receive testimony on S.
1803, to designate certain lands in and
near the Hells Canyon National Recre-
ation Area as additions to the Hells
Canyon Wilderness, OR, and for other
purposes.

The hearing will be held at the East-
ern Oregon State College, 8th and K
Avenue, room 142, Zabel Hall, La
Grande, OR, at 8 a.m.

Witnesses must sign up to testify in
advance at the office of Senator Har-
FIELD, room 114, Pioneer Courthouse,
Portland, OR 97204, by close of busi-
ness August 15, 1986, phone 503-221-
3386.

Because of the number of witnesses
expected to testify, witnesses will be
placed in panels. Oral testimony will
be limited to 3 minutes. Witnesses are
requested to bring 15 copies of their
testimony to the hearing with them.
Do not submit testimony in advance.
For further information, please con-
tact Tony Bevinetto of the Public
Lands, Reserved Water and Resource
Conservation Subcommittee staff at
202-224-5161.

SUBCOMMITTEE ON WATER AND POWER

Mr. MURKOWSKI. Mr. President, I
would like to announce for the infor-
mation of the Senate and the public
concerning the field hearing previous-
ly scheduled before the Subcommittee
on Water and Power of the Committee
on Energy and Natural Resources on
Tuesday, July 1, 1986, in Yakima, WA,
some additional information. The
hearing will begin at 9 a.m. in the
Yakima Valley Community College,
the lounge room in the Student Union
Building, 16th and Nob Hill.

The purpose of this hearing is to re-
ceive testimony on 8. 2519, to author-
ize certain elements of the Yakima
River Basin water enhancement
project, and for other purposes.

Those wishing to testify or submit
written statements for the hearing
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record should contact one of the fol-
lowing offices: The office of Senator
DaNIEL Evans, 697 Federal Building,
West 920, Riverside Avenue, Spokane,
WA 99201; staff contact, A.J. Pardini
or Linda Faught, 509-456-2507; or the
office of Congressman Sip MORRISON,
212 East E Street, Yakima, WA 98901;
staff contact, Marge Hartwick or Vir-
ginia Santillanes, 509-575-5891. For
further information regarding this
hearing, please contact Mr. Russell
Brown of the Water and Power Sub-
committee staff in Washington, DC, at
202-224-2366.

SUBCOMMITTEE ON WATER AND POWER

Mr. MURKOWSKI. Mr. President, I
would like to announce for the infor-
mation of the Senate and the public,
that the Subcommittee on Water and
Power of the Committee on Energy
and Natural Resources is postponing
the hearing it had previously sched-
uled for Tuesday, June 24, 1986, begin-
ning at 10 a.m. in room SD-366 of the
Senate Dirksen Office Building, Wash-
ington, DC. This hearing will be re-
scheduled in the near future.

The purpose of this hearing was to
receive testimony on the general rela-
tionship between the Federal Energy
Regulatory Commission and related
State public utility regulatory commis-
sions and S. 1149, to amend the Feder-
al Power Act to allow State commis-
sions to determine whether to exclude
all or part of a rate set by the Federal
Energy Regulatory Commission based
on construction cost.

For further information regarding
this hearing, please contact Mr. Rus-
sell Brown at 202-224-2366.

COMMITTEE ON GOVERNMENTAL AFFAIRS
Mr. ROTH. Mr. President, the
Senate Committee on Governmental
Affairs will hold a business meeting on
Wednesday, June 25 at 10 a.m. in room
SD-342. Under consideration will be
the following:

S. 2230—Federal Management Reorgani-
zation and Cost Control Act of 1986.

S. 2004—Government, Management
Report Act.

S. 2005—Inspector General Act Amend-
ments.

S. 2426—Contract Disputes Act Amend-
ments.

S. 2433—Simplified Competitive Acquisi-
tion Test Act.

S.J. Res. 190—Productivity Improvements
Joint Resolution.

S. 166T—Reorganization Act Amendments.

H.R. 3168—Consolidated Federal Funds
Report.

Nomination—Evelyn Queen,
Judge, D.C. Superior Court.

H.R. 2946—D.C. Jury System Act.

H.R. 3578—D.C. Judicial Efficiency and
Improvements Act of 1985.

H.R. 3002—Executive Exchange Program.

For further information, please con-
tact the committee office at 4-4751.

Associate
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AUTHORITY FOR COMMITTEES
TO MEET

COMMITTEE ON THE JUDICIARY

Mr. PACKWOOD. Mr. President, I
ask unanimous consent that the Com-
mittee on the Judiciary be authorized
to meet during the session of the
Senate on Friday, June 20, in order to
receive testimony on S. 2323, a bill to
exempt certain activities from provi-
sions of the antitrust laws.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

SUBCOMMITTEE ON PUBLIC LANDS, RESERVED
‘WATER, AND RESOURCE CONSERVATION

Mr. PACKWOOD. Mr. President, I
ask unanimous consent that the Sub-
committee on Public Lands, Reserved
Water and Resource Conservation of
the Committee on Energy and Natural
Resources be authorized to meet
during the session of the Senate on
Friday, June 20, to hold a hearing to
consider the following legislation:

S. 1019 and H.R. 2182, to authorize the in-
clusion of certain additional lands within
the Apostle Islands National Lakeshore.

S. 2266, to establish a ski area permit
system on national forest lands established
from the public domain, and for other pur-
poses.

S. 2287, to amend the Wild and Scenic
Rivers Act to designate a certain portion of
the Great Egg Harbor River in the State of
New Jersey for potential addition to the
Wild and Scenic Rivers System.

5. 2320, to amend an act to add certain
lands on the Island of Hawaii to Hawaii Vol-
canoes National Park, and for other pur-
poses.

S. 2351, to revise the boundaries of Olym-
pic National Park and Olympic National
Forest in the State of Washington, and for
other purposes.

S. 2466, to designate a segment of the
Saline Bayou in Louisiana as a component
of the National Wild and Scenic Rivers
System.

5. 2483, to amend the Fire Island National
Seashore Act of 1964.

S. 2532, to amend the Wild and Scenic
Rivers Act by designating a segment of the
Black Creek in Mississippi as a component
of the National Wild and Scenic Rivers
System.

The PRESIDING OFFICER. With-
out objection it is so ordered.

COMMITTEE ON ARMED SERVICES

Mr. PACKWOOD. Mr. President, I
ask unanimous consent that the Com-
mittee on Armed Services be author-
ized to meet during the session of the
Senate on Friday, June 20, in execu-
tive session to mark up the fiscal year
1987 Department of Defense, Military
Construction, and Department of
Energy National Security programs
authorization bills.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

June 20, 1986
ADDITIONAL STATEMENTS

NOTICE OF DETERMINATION BY
THE SELECT COMMITTEE ON
ETHICS

® Mr. RUDMAN. Mr. President, it is
required by paragraph 4 of rule 35
that I place in the CONGRESSIONAL
REcorp notices of Senate employees
who participate in programs, the prin-
cipal objective of which is educational,
sponsored by a foreign government or
a foreign educational or charitable or-
ganization involving travel to a foreign
country paid for by the foreign gov-
ernment or organization.

The select committee has received a
request for a determination under rule
35, for Mr. Jon M. Austin, a member
of the staff of Senator THomAs F.
EacLETON, to participate in a program
in the Federal Republic of Germany,
sponsored by the Konrad-Adenauer-
Stiftung, from June 21 to June 28,
1986.

The committee has determined that
participation by Mr. Austin in the pro-
gram in the Federal Republic of Ger-
many, at the expense of the Konrad-
Adenauer-Stiftung, is in the interest of
the Senate and the United States.@

123D BIRTHDAY OF WEST
VIRGINIA

® Mr. ROCKEFELLER. Mr. Presi-
dent, June 20 is a special day in the
history of West Virginia. It was on this
glorious and splendid day 123 years
ago that West Virginia became the
35th State of the Union.

The proud people of West Virginia
have overcome much strife and turbu-
lence over the past century and a
quarter. Born in war, West Virginia
has known its share of hardship—and
has always summoned the courage to
surmount it.

Traveling across the State in his
pursuit of the Presidency in 1960,
John F. Kennedy recognized the
toughness inherent in West Virginia's
character. “When patriotism and cour-
age and strength were in demand,” he
declared, “it was West Virginia who
led the way in World Wars I and II
and the Korean war to advance the
cause of liberty and freedom.” Indeed,
the bold people of West Virginia have
always answered the call of patriotism.
This fact makes West Virginia’s birth-
day more than a State celebration—it
is a commemoration of the values all
of America holds dear.

Beyond her rich tradition of patriot-
ism and dedication to the advance-
ment of our country, West Virginia is
one of the most picturesque places in
America. Traveling across the splendor
of her mountains on a crisp spring
day, the fresh scent of pure, clean air
is overpowering. So, too, is the vision
of natural beauty which surrounds
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you. Small wonder that West Virginia
has been dubbed ‘“Almost Heaven.”

So, Mr. President, today is a joyous
celebration which is befitting of recog-
nition among us all. It is the 123d
birthday of the great State of West
Virginia, a State which I am enor-
mously proud and honored to have the
opportunity to serve. With its rich tra-
dition and beauty in mind, I say happy
birthday to you, West Virginiale

SALT: WHAT'S ALL THE NOISE
ABOUT?

@ Mr. QUAYLE. Mr. President, on its
face, it's hard to explain. The Presi-
dent announces that we're no longer
bound to an unratified arms agree-
ment that's known to have expired
last December and he is immediately
attacked as if he’s repudiated the
entire arms control process.

Yet, our arms negotiators are still at
work at Geneva, the Soviets have just
made their first new offer since last
fall, and the President has announced
that the United States will not endeav-
or to deploy any more ballistic missile
warheads or strategic systems than
the Soviets have deployed.

What, then, is all the noise about?

Perhaps it’s the often repeated con-
cern that without SALT, the Soviets
will out-build us. Certainly, the Presi-
dent’s critics emphasize this point.

But if facts matter, this could’'nt be
the explanation. True, the CIA re-
leased estimates that without SALT,
the Soviets might add between 3,500
and 5,500 ballistic missile warheads
by 1990 and more than double their
current inventory by 1994. But this
differs only 6 to 9 percent from what
the CIA estimates the Soviets are
most likely to secure without SALT.

In fact, SALT has never been much
of a restraint on the Soviets. The Sovi-
ets’ ballistic missile warhead inventory
has grown 500 percent since SALT I
and more than doubled since SALT II.
They already have more than seven
highly accurate ICBM warheads for
every U.S. silo.

If the facts don't support this argu-
ment or the agitation, perhaps it’s dip-
lomatic atmospherics that are at issue.
We must adhere to SALT, the Presi-
dent’s critics argue, since whatever its
value, it would be reckless to drop
until we have something better to take
its place.

But if the President’s critics are seri-
ous about this, they don't seem to take
it very seriously. Consider: They're not
seeking SALT's ratification; they don’t
have the Senate votes for this. Nor are
they demanding strict adherence to
SALT. Why? To do this would only
highlight what rightly prompted
SALT to be dropped in the (first
place—Soviet cheating.

SALT prohibits flight testing more
than one new ICBM. Beyond their one
announced new ICBM type, the SS-24,

CONGRESSIONAL RECORD—SENATE

the Soviets have deployed 72 mobile
S8-25's and recently flight tested a
follow-on to their monster SS-18. To
mask these violations, the Soviets
have further violated SALT's prohibi-
tion against encoding or encrypting
missile test data transmissions.

Each of these violations are serious.
With a reserve force of mobile mis-
siles, such as the SS-25s, the Soviets
can eliminate the deterrent value of
our force by making it impossible for
us to target what we must to limit fur-
ther damage and end war on telerable
terms. A more accurate, heavy follow-
on missile to the SS-18, meanwhile,
could threaten even super-hardened
silos proposed to protect MX. Finally,
so long as Soviet levels of missile te-
lemtry encryption are tolerated, nei-
ther SALT nor any other arms agree-
ment will be verifiable.

The whole purpose behind SALT, of
course, was to prevent such provoca-
tions by limiting missile modernization
and demanding minimal levels of
openness to assure verification.

The critics, however, no longer see
things this way. Instead, they now
argue that the true core of SALT con-
sists of the three limits that the Sovi-
ets have not yet clearly violated on
bombers carrying long-range cruise
missiles and on multiple warhead
ICBM’s and sea-launched missiles.
Conveniently, these are the very same
limits that our own bomber, missile,
and submarine missile boat moderniza-
tion programs are now bumping up
against. This may be an excellent po-
litical ploy, but it has very little to do
with any serious effort to sustain
SALT.

This leaves us with the last possibili-
ty, that if strict adherence to SALT
isn’t possible, it nonetheless is eritical
to adhere to as much of it as possible
to maintain what arms control we can.
This sounds plausible, but again, it's
hard to believe and, ironically, is chal-
lenged by the critics’ own suggested
means for coping with Soviet SALT
violations.

The central problem with SALT,
after all, is that our strategic assump-
tions have changed since 1979. Where
before we hoped that the Soviets
would not acquire an overwhelming
superiority in hard-target first-strike
warheads, now we are resigned to such
superiority. Where we once assumed
the Soviets would freeze their develop-
ment of missile defenses, now we rec-
ognize their near-term ability to
deploy a crude nationwide system and
the sustained, advanced work on di-
rected energy weapons.

Finally, where we once hoped that
the mere threat of possible withdrawal
from SALT would prevent significant
Soviet violations, now we know that
they are willing to violate the agree-
ment even after years of public com-
plaints concerning their noncompli-
ance.

14831

To continue SALT, knowing all this,
or worse, to build on it as a foundation
isn't arms control, it's posturing. The
President knows this, that's why he
dropped SALT and is promoting pro-
posals that will bring real reductions
and factor in defense. Nor is SALT's
obsolescence lost on the Soviets,
whose latest arms proposal makes no
mention of SALT, but instead is pri-
marily focused on managing the devel-
opment of missile defenses.

In fact, even the President’s critics
are willing to ignore SALT so they
might deploy a new mobile missile, the
Midgetman. This missile, they argue,
is the perfect response to the Soviets’
S8-25 violation of SALT. It’s also a
blantant violation of the agreement.

What, then, is all the noice about? If
it’s simply politics, we shouldn’t listen.
If it’s substantive, it's yet to be demon-
strated.e

IN COMMENDATION OF THE
PHARMACEUTICAL MANUFAC-
TURERS ASSOCIATION

® Mr. HATCH. Mr. President, for
some years, I, along with others, have
preached the need for less Federal in-
volvement in our society and more en-
couragement of what have come to be
called private sector initiatives, both
here and abroad. Today I would like to
focus my colleagues’ attention on a
prime example of private business vol-
untarily expending its resources to im-
prove the quality of life among the
disadvantaged—in this instance, in the
developing world.

Africare, a Washington-based non-
profit organization dedicated to con-
ducting health projects in Africa, has
announced that this Sunday, June 22,
in its Africare Day ceremonies at
Howard University School of Law, it
will present its 1986 Africare Distin-
guished Service Award to the Pharma-
ceutical Manufactuerers Association
“in special recognition of contribu-
tions to the development-of Africa.”

In a letter to PMA President Gerald
J. Mossinghoff, Africare Director C.
Payne Lucas wrote:

Africare applauds the significant contribu-
tion the pharmaceutical industry has made
through PMA toward support of health care
delivery in Africa. It is through this commit-
ment on the part of PMA members that
Africare has been able to effect a program
for improved management and distribution
of pharmaceuticals in The Gambia, with
plans underway to implement additional
programs in other parts of Africa.

PMA member companies have made sig-
nificant essential drug and vaccine contribu-
tions to meet special needs. Many lives have
been saved as a result of the many invest-
ments over the last three decades of hun-
dreds of millions of dollars in production,
distribution, and research facilities in devel-
oping countries, including, of course, Africa.
The cooperative effort by your industry is

unprecedented and truly deserves substan-
tial recognition.
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The Pharmaceutical Manufacturers
Association represents research based
pharmaceutical companies. In the
Gambia, 13 of its member companies
financed a 21-month Africare demon-
stration project to improve the man-
agement and distribution of basic
pharmaceuticals so they became more
widely available in remote areas.
Under the leadership of PMA Presi-
dent Mossinghoff and PMA Chairman
of the Board William R. Miller of Bris-
ton-Myers Co., PMA is continuing its
involvement in African development.
Currently 14 PMA member companies
are financing a project in Sierra Leone
similar to that undertaken in the
Gambia, at a cost of more than
$350,000.

PMA Chairman Miller termed the
Gambia and Sierra Leone efforts
“positive steps in overcoming poor dis-
tribution systems that represent the
principal obstacle to delivery of life-
saving medicines to rural populations
in many Third World countries.”

Mr. President, I believe that both
Africare and the Pharmaceutical Man-
ufacturers Association deserve our
thanks and encouragement. It is truly
heartening to see the commitment to
public service by private organizations
like these. Our country and our world
are better places through the volun-
tary efforts of these and countless
other organizations who are responsi-
ble for so much of the social and
health care progress in all nations.e

HONORING JENNINGS RAN-
DOLPH AND THE BLIND VEND-
ING FACILITY ACT

® Mr. ROCKEFELLER. Mr. Presi-
dent, I rise to recognize a significant
contribution of my immediate prede-
cessor in the U.S. Senate, the Honora-
ble Jennings Randolph.

Senator Randolph’s legacy is truly
monumental. During his 40 years in
Congress, he was responsible for legis-
lation in many areas. So many of his
accomplishments endure in the form
of laws and programs which continue
to improve the lives of our citizens
every day.

The Randolph-Sheppard Act, which
became law 50 years ago today, and
the programs created for blind ven-
dors as a result of that law, are trib-
utes to the vision and humanity of
Senator Randolph.

While a member of the House of
Representatives in 1934, during Presi-
dent Roosevelt’s first term, Jennings
Randolph proposed legislation to pro-
vide jobs which would enable blind
persons to operate on their own in
Federal buildings. This was during the
midst of the Great Depression, a time
when so many people were out of
work. In an era when the blind were
stereotyped as helpless and able to do
little more than sell pencils on street

corners, Jennings Randolph knew that
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persons disabled by blindness could
and wanted to function independent-
ly—if only given the opportunity.
With this conviction and determina-
tion, then-Representative Randolph
succeeded in winning the support of
his colleagues and gaining passage of
his legislation.

Some 40,000 blind persons have been
vendors under the Randolph-Shep-
pard Act for the Blind since its incep-
tion in 1936. Today, there are 3,700
blind vendors operating on Federal
and other property across the country.
They are doing so, too, in Senator
Randolph's home State and mine,
West Virginia.

Mr. President, I know that my
Senate colleagues share my apprecia-
tion for Senator Randolph’s distin-
guished work on behalf of the blind,
and ask them to join me in celebrating
the 50th anniversary of the Randolph-
Sheppard Act for the Blind.e

BALTIC FREEDOM DAY

® Mr. RIEGLE. Mr. President, this
past weekend, Baltic Americans
throughout the country took time to
reflect on the tragic Soviet occupation
of their homelands which began 46
years ago, and to pay tribute to their
friends and loved ones still suffering
under Soviet oppression in Latvia,
Lithuania, and Estonia.

I was honored to join Baltic-Ameri-
cans in marking “Baltic Freedom Day”
in my own State of Michigan, where I
had the opportunity to witness the
passion and commitment which Baltic
Americans bring to the cause for jus-
tice in their homelands. The time
spent in their presence convinced me
that, with time and continued perse-
verance, freedom will eventually be re-
turned to the captive Baltic nations of
Latvia, Lithuania, and Estonia.

As the sponsor of this year’s Baltic
Freedom Day" resolution in the
Senate, I am pleased that its unani-
mous approval by the Congress, for
the fifth consecutive year, has finally
provoked a response from the leaders
in the Kremlin.

A recent article in the official news-
paper Pravda strongly criticized Presi-
dent Reagan and the entire Congress
for their collective ignorance in em-
phasizing that the three Baltic States
were once free of Soviet domination.

The Pravda editorial of June 7 read
in part:

U.S. President R. Reagan recently signed
a congressional resolution about a so-called
“Baltic Freedom Day”. ... Maybe ... R.
Reagan has the wrong name? Or perhaps
his advisers have not explained to him that
Lithuania, Latvia, and Estonia are, of their
own free will, an inalienable part of the
Soviet Union and not “oppressed people,” as

it might appear to the U.S. President from
his California ranch? Or perhaps he simply
signed the document without reading it. . . .
Otherwise, it must be stated that the U.S.
lawmakers and the U.S. President have po-
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litical standards so low that they would
make any half-way knowledgeable school-
boy blush.

It is never too late to learn. Maybe it
would be worthwhile for U.S. Senators and
Congressmen headed by their President to
sit down and read the elementary textbook
“The History of the U.S.S.R.” in order to
gain at least some basic knowledge about
our country’s state organization.

The fact is, we know the truth about
Latvia, Lithuania, and Estonia, and we
will not let the truth be forgotten or
history rewritten. We do not need a
history lesson from the Kremlin.

The truth is that, for centuries, the
Baltic States were free of Soviet domi-
nation. It is also true that, just 46
years ago, freedom and independence
in Latvia, Lithuania, and Estonia was
snuffed by the Soviet Union.

On June 14, 1941, Soviet troops
began a reign of terror in the Baltic
States which rivaled that of the Nazis.
During the night, more than 50,000 in-
nocent men, women, and children were
rounded up, forced into railroad cattle
cars and deported to slave labor camps
in Siberia. During the next 10 years of
Soviet perpetrated violence, more than
600,000 Baltic citizens—10 percent of
the total population of those nations,
were eliminated.

The tragedy of the enslavement of
the Baltic people 46 years ago is not
only that those who persecuted the
Baltic peoples have mnever been
brought to justice, but that the perse-
cution continues today.

After nearly five decades, the orga-
nized repopulation of the Baltic States
by ethnic Russians and the forced rus-
sification of Latvia, Lithuania, and Es-
tonia continues. Young Balts are
forced to learn Russian at an early
age, and fluency in the Russian lan-
guage is a prerequisite for university
admission and any higher level em-
ployment opportunities. The influx of
over 1.2 million Russian settlers, com-
bined with massive deportations, has
lowered the mnative population in
Latvia to 53 percent, in Estonia to 63
percent and in Lithuania to 80 per-
cent.

Soviet disregard for these captive na-
tions was painfully evident in their
treatment of the Chernobyl nuclear
disaster. Authorities did not warn the
people living in the affected areas of
the dangers of radioactive contamina-
tion, and they made it difficult for
Baltic and Ukrainian Americans to get
information about friends and loved
ones living there. In addition, Soviet
authorities continue to withhold im-
portant information about the disas-
ter, despite a call by the international
community for greater details.

Recent reports indicate that Latvian
Army reservists are being spirited off
to Chernobyl in the middle of the
night, without adequate protective
equipment, to assist in cleanup at the
reactor site. This clandestine mobiliza-
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tion is frighteningly reminiscent of
the events of the night of June 14,
1941.

In light of the Chernobyl accident, it
is particularly disturbing to know that
an expansion of a huge nuclear plant
in Northeast Lithuania, expected to be
the largest in the world, is underway.
Construction of the plant continues,
despite protests from the scientific
community in the Soviet Union that it
is unsafe and lacks proper facilities to
cool and contain contaminated water
from the reactor core. In the event of
the release of radioactivity, similar to
that at Chernobyl, the contamination
would be discharged directly into Lith-
uania’s largest lake, Lake Druksial,
which feeds into the Daugava River,
and winds through many of Lithua-
nia’'s most densely populated regions
on its way to the Baltic Sea.

This is not the only nuclear threat
which faces the Baltic people. The
Baltic nations play host to one of the
largest concentration of nuclear weap-
ons on Earth. Over one-half of the nu-
clear weapons in the European part of
the Soviet Union are stationed in Lith-
uania, Estonia, and Latvia. This deadly
arsenal includes a substantial number
of medium range SS-20’s aimed at
Northern and Central Europe, two
squadrons of nuclear capable backfire
bombers and six frogger ships
equipped with ballistic missiles.

And so, today, continued United
States support for the quest for free-
dom and self-determination in the
Baltic States is more critical than ever.
With the help of the Baltic-American
community, the foreign policy deci-
sions of our Government must be
made with particular sensitivity to the
plight of the citizens of Latvia, Lithua-
nia, and Estonia.

At the heart of our policy toward
the Baltic nations must be our contin-
ued commitment to never recognize as
legal the Soviet occupation there.

We must continue to press the Sovi-
ets to grant basic human rights to all
the Baltic people, including Kaisa
Randpere, a 2-year-old Estonian, sepa-
rated from her parents because of
Soviet refusal to allow her to emi-
grate; Janis Barkans, a 27-year-old
Latvian who continues to suffer mis-
treatment in the infamous Mordovian
prison camp for demanding respect for
his human rights; and Bayls Gajaus-
kas, a 60-year-old Lithuanian dissident
who has spent nearly half of his life in
prison for promoting nationalism and
human rights.

In addition, we must take a leading
role in pressing for international safe-
guards on nuclear facilities within the
International Atomic Energy Agency
in order to prevent another Cherno-
byl-like disaster in the future.

Above all, we must reassure the
people of the Baltic States that we
still support their fundamental right
of self-determination. The preserva-
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tion of the distinet Lithuanian, Latvi-
an, and Estonian identities must not
be the task of the enslaved Baltic peo-
ples alone. We must help, and we will
help.

Knowing that the road to freedom is
a long and difficult one, we recommit
ourselves to making the dream of lib-
erty a reality for all the Baltic peoples.

We must give hope to the desire for
freedom which continues to burn in
the hearts of the Baltic peoples.
Where the memory of freedom per-
sists, as it does in the occupied nations
of Lithuania, Latvia, and Estonia, to-
talitarian domination can never suc-
ceed.@

CALL TO CONSCIENCE

® Mr. HARKIN. Mr. President, I am
honored to join my distinguished col-
leagues in the Congressional Call to
Conscience for Soviet Jews. I particu-
larly commend my colleague from
Maine, Senator MircHELL, for taking
the initiative in this area during the
second session of the 99th Congress.

Recent events give us some hope for
improvements in United States-Soviet
relations. The November summit
meeting and the prospect of a second
summit fuel hopes for a partial thaw
in relations between the superpowers.
The release of Anatoly Shcharansky
and the reuniting of more than a hun-
dred divided spouses are signs of this
development.

However, we should not let these
events lull us into forgetting the
plight of the 350,000 Soviet Jews who
are still denied the right to emigrate.
Jewish emigration which reached its
peak of 51,000 in 1979, dropped to
1,140, and now is even lower than last
year’s level.

Repression in the Soviet Union is
not confined to those Jews who seek
to emigrate. The approximately 2.5
Soviet Jews suffer sweeping restric-
tions on the right to practice their re-
ligion. No seminars exist to train reli-
gious leaders. Neither Jewish religious
texts nor ritual objects are produced
in the Soviet Union. Persecution of
unofficial Hebrew teachers continue.
In addition, anti-Semitism remains a
part of the military indoctrination
program in the U.S.S.R., and anit-Se-
mitic programs have been shown on
prime-time television.

The case of Mikhail Kremen vividly
portrays the plight of Soviet Jewry
today. He first applied for emigration
in late 1973, only to be denied permis-
sion on grounds of having been privy
to state secrets. At his prior job as an
engineer at an electronics plant, he
worked only on open, nonsecret
projects.

Mikhail's life since 1974 has been
marred by a series of hardships and
harassment. In October 1976, Mikhail
was brutally beaten and imprisoned
for 15 days simply for inquiring of the
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Ministry of Interior why they had
denied him permission to emigrate. In
July 1978, during the trial of Anatoly
Shcharansky, Mikhail was again im-
prisoned.

The Kremen’s problems with Soviet
authorities are not confined to Mik-
hail. By 1980, his wife, Galina, applied
to emigrate. She was subsequently in-
formed that she had no chance of re-
ceiving her visa before her husband.
Sasha Kremen, Mikhail's son, was ar-
rested in November 1982 and sen-
tenced to 4 years imprisonment in a
labor camp outside Moscow. He is
scheduled to be released in November
of this year.

The release of refuseniks, like Ana-
toly Shcharansky, can be directly at-
tributed to pressure applied by the
West on the Soviet regime. The Kre-
men’s and hundreds of thousands like
them have not been so fortunate. We
owe it to those refuseniks to redouble
our efforts to guarantee their right to
emigrate and to live in freedom out-
side the Soviet Union.

In closing, I am reminded of the
words of Ida Nudel, a former Soviet
Jewish prisoner of conscience and now
a refusenik:

No matter how I am tormented, how weak
I am, how lonely or senseless my present
life, I do not regret or renounce any of my
actions. We believe our suffering is not for
nothing, and this belief keeps us from de-
spair. I believe that some day I will walk up
the steps of an El-Al aireraft, and my suffer-
ing and my tears will remain in my memory
only, and my heart will be full of triumph.
And God grant that it will happen soon.

Through our efforts and those of
millions worldwide, we can help trans-
form the tears of Ida Nudel and Mik-
hail Kremen into triumph and their
suffering into liberation.e

NATIONAL AGRICULTURAL
EXPORT WEEK

® Mr. SASSER. Mr. President, I rise
today in recognition of National Agri-
cultural Export Week. This week was
designed to highlight the importance
of America's agricultural exports to
our balance of trade and to the revital-
ization of American agriculture. This
week also provides an excellent oppor-
tunity to explore the problems we face
in our agricultural export market.

The importance of our agricultural
exports cannot be overestimated.
Earnings from agricultural exports
have contributed $333 billion to our
Nation's balance of payments in the
past decade. American farmers rely on
world markets to consume about 40
percent of their output.

Yet we face a precipitous decline in
world markets. U.S. exports have
fallen from a high of $43.8 billion in
1981 to $31 billion in 1985, and current
forecasts for this year project a fur-
ther reduction to $27.5 billion. We
have lost market share in every major
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commodity during this period. From
46 to 33 percent in wheat, from 72 to
55 percent in feed grains, and from 71
to 50 percent in soybeans. The project-
ed surplus of $7 billion in farm trade
this year will be the lowest since 1972.

Two weeks ago, Mr. President, I
spoke about the devastating repercus-
sions in our farm communities from
the administration's policy on the
international debt crisis. This adminis-
tration would try to solve the Latin
American debt problem with more
debt. The so-called Baker plan calls
for an increase of private bank debt, in
addition to plans for increased lending
by the World Bank and the Interna-
tional Monetary Fund.

Recent reports from the banking
community indicate they have seen
the flaws in this approach. The
market value of claims on Latin Amer-
ican debtor countries is already below
par value. I think the banks are wise
to resist a call to forge ahead with
massive new lending at this time.

When I spoke on this issue before, I
iterated that American farmers are di-
rectly threatened by expanded agricul-
tural lending to Latin American farm-
ers that promotes exports. I referred
to a World Bank loan to Argentina
which resulted in the lowering of
taxes on soybean exports, helping to
flood world markets and force down
prices.

Today, I want to focus on a loan to
Bragzil, directed specifically at exports.
In 1984, the International Bank for
Reconstruction and Development, part
of the World Bank, made a $303 mil-
lion loan to Brazil, the money was
used in part to establish a revolving
fund to rediscount prefinancing cred-
its for exporters of agricultural and
agroindustrial products. In short, the
World Bank’s plan for Brazil was a
direct, specific subsidy of its agricul-
tural exports.

Now, if the banks are going to balk
at making further loans, the weight of
the Baker plan is going to shift to the
World Bank and the International
Monetary Fund. Mr. President, the
World Bank provides very valuable as-
sistance to developing countries for a
variety of purposes, the majority of
which do not directly threaten the
economic health of the United States.
For example, there were loans to
Brazil that same year to finance basic
education and technical training. If
one were inclined to view the situation
from a self-serving point of view, eco-
nomic and social development in these
countries is in the long-term interest
of the United States, as future mar-
kets and as future economic partners,
rather than recipients.

But we need to ensure that we are
not contributing, in the shortrun,
through our tax dollars, to the col-
lapse of American agriculture. That
serves no one’s best interests.
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Yet, that is exactly what we are
doing. The feed grain market provides
an excellent example. Feed grain ex-
ports have declined from 69.3 million
metric tons in the 1980-81 marketing
year to a projected 48.8 million metric
tons in 1985-86, nearly 30 percent.
Corn exports from last October
through December were only 515 mil-
lion bushels, 85 percent of a year earli-
er. Barley exports declined 22 percent
in that same period. In Tennessee,
corn harvested for grain declined from
1980 to 1983 and has only increased in
the past 2 years due to a shift by farm-
ers from a crop even more devastated
by the export market, soybeans.

Yet in the last decade, Argentina,
Brazil, Canada, and Australia—the
main competitors of the United States
in the international grain trade—have
added about 40 million acres to their
grain and oilseed cropland base, and
increased their yields by 22 percent.
Argentina’s corn exports are projected
to increase from 7.1 million metric
tons in 1984-85 to 8.3 million metric
tons in 1985-86, while the United
States market share of feed grains has
declined nearly 15 percent since 1981.

Why we would recommend making
this situation worse is beyond me. We
literally cannot afford to subsidize the
competition. Our farmers cannot
afford to fight the competition and
their own Government as well.

It is not my intent simply to com-
plain, however, I think the Baker plan
needs more direction, and I would like
to offer constructive solutions. Rather
than subsidizing farm exports, we
should be encouraging the develop-
ment of sound economic structures
within the debtor nations so they can
better manage their debt problem
from within. Several debtor countries
have already begun such programs
and others should be encouraged and
assisted in doing so.

Mr. President, there are a great
many ways to defuse the debt bomb
without harming our American farm-
ers. The tremendous financial sophis-
tication available in the major private
banks, the World Bank, and the IMF
must be brought to bear on these
problems in creative ways. I intend to
discuss some of these possibilities in
the near future. Subsidizing competi-
tors’ exports, however, in a global agri-
cultural trade war is not creative. It is
destructive.e@

FHA EXTENSION

® Mr. GORTON. Mr. President, I rise
today to ask my colleagues to join me
in calling for an immediate end to our
war of wills over the Federal Housing
Administration’s [FHA] Single Family
Housing Mortgage Insurance Program.
For the past year Congress has held
this program—and the hundreds of
thousands of homeowners who depend
on it for financing—hostage in a battle
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over housing policy. Congressional au-
thority for this program has expired
six times since the beginning of the
current fiscal year on October 1, 1985.

We have heard many reasons and ra-
tionales for the congressional delay in
action since the last short-term exten-
sion of the FHA program expired on
June 6. Members of the other body
have stated that a series of short term
extension bills is the only way to force
the Senate to take action on an omni-
bus housing bill. We have heard that
amendments to the FHA extension bill
are the only way to protect certain
States’ pet urban development action
grant [UDAG] projects. These expla-
nations provide little comfort, howev-
er, to the thousands of people whose
mortgages have been delayed because
of a lack of FHA authorization.

The current lapse in FHA authoriza-
tion is creating acute anxieties among
these citizens. They appreciate that
the recent drops in interest rates have
created a great demand for home fi-
nancing, and that the large number of
FHA applications will cause some
delays. They understand that a short-
age in the number of appraisers will
slow the application process. They
cannot understand, however, why
their elected officials compound this
situation by refusing to reauthorize
the program.

I share their frustration. The
present delay is costing them—individ-
ual Americans—thousands of dollars
in increased interest and closing fees.
It is time for Congress to focus on this
group of citizens and put the FHA pro-
gram back into full operation.e

NOMINATION OF DORCAS
HARDY TO BE COMMISSIONER
OF SOCIAL SECURITY ADMIN-
ISTRATION

® Mr. MOYNIHAN. Mr. President,
last night, the Senate approved the
nomination of Dorcas Hardy to be the
Commissioner of the Social Security
Administration, a position of enor-
mous responsibility and one not to be
taken lightly.

As my colleagues may know, I had
asked that full Senate consideration of
the nomination be delayed until I had
the opportunity to evaluate her re-
sponses to a number of serious ques-
tions I had submitted to her about the
Social Security Administration’s dis-
ability benefit policies.

I was particularly interested to know
how the Administration would imple-
ment the recent Supreme Court deci-
sion in Bowen versus City of New
York, argued successfully on behalf of
the city by Frederick A.O. Schwarz,
Jr., the mayor's corporation counsel.
In that case, the Supreme Court ruled
unanimously that the Social Security
Administration must reopen the cases
of nearly 15,000 mentally ill New
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Yorkers, whose disability benefits had
been terminated, or whose applica-
tions had been denied, between 1978
and 1983.

I have since received written re-
sponses to all of the questions. Ms.
Hardy has been responsive and forth-
coming. Moreover, in her June 16
letter to me, Ms. Hardy stated:

I intend to do all I can to avoid the con-
frontational situation that evolved in the
disability program prior to 1984 and will
work with the Congress and the States to
further the fair and uniform delivery of this
critical social program.

Although I continue to hold serious
concerns about recent events at the
Social Security Administration, I be-
lieve it is unfair to hold Ms. Hardy ac-
countable for the past policies to
which I so strongly object. I expect,
and I have indicated this to her, that
those policies will not persist or recur
under Commissioner Hardy’s tenure at
the Social Security Administration.

Mr, President, as others in this body
are equally interested in the policies
undertaken by the Commissioner of
Social Security, I ask that a copy of
my questions, and the Commissioner’s
responses, be included in the RECORD.

The material follows:

U.S. SENATE,
Washington, DC, June 10, 1986.

Hon. Dorcas R. HARDY,

Assistant Secretary for Human Development
Services, Department of Health and
Human Services, Washington, DC.

DeAR SECRETARY HARDY: As you are well
aware, the Supreme Court last week deliv-
ered a unanimous decision in the case of
Bowen v. City of New York. Under the
ruling, the Department of Health and
Human Services will be required to reopen
the cases of some 10,000 mentally disabled
New Yorkers, and reevaluate their claims
for disability coverage.

As the Commissioner of the Social Securi-
ty Administration, you would be actively in-
volved in the implementation of the disabil-
ity program, and in the enforcement of this
recent court decision.

In that light, I would appreciate your re-
sponses to the following questions. I would
be most interested in receiving preliminary
answers to the questions tomorrow morning,
before the Senate Finance Committee vote
on your confirmation. I understand that ad-
ditional time may be required to respond
fully to these questions, and I would hope to
receive your responses at your earliest con-
venience. If you have any questions, please
contact Dorian Friedman on my staff at
224-T567.

Thank you very much.

Sincerely,
DANIEL PATRICK MOYNIHAN.

QUESTIONS SUBMITTED TO DoRcAs HARDY,
COMMISSIONER-DESIGNATE, SoOCIAL SECURI-
TY ADMINISTRATION

PAST ILLEGAL PRACTICES

1. What steps will you take to ensure that
any policy that sets forth the basis for de-
termining claims is not kept secret from
claimants and their advocates?

2. I note that the State of New York was a
plaintiff in this case, apparently because its
Office of Disability Determinations could
not successfully convince SSA that its policy
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was illegal other than by going to court.
What steps will you take to open up commu-
nication with State adjudication agencies to
prevent their having to go to court as the
only way of ending illegal policies?

3. Will you continue to authorize appeals
such as this one in which SSA essentially
concedes the ruling on the merits—that you
acted illegally—but seeks to bar the grant-
ing of any relief to the victims of the illegal
policy?

4. By when will the relief ordered by the
district court in Cify of New York be imple-
mented? What steps will SSA take to locate
class members who may not be at their last
known address? Will SSA cooperate with
the relevant New York City and New York
State agencies, and with attorneys for the
class, to help find lost class menibers and
otherwise to implement relief fairly and
quickly?

PROCESS FOR EVALUATING A CLATM

1. There has been litigation in New York,
as well as in other areas of the country,
challenging the manner in which Step 2 de-
terminations are made. Specifically, in
Diron v. Bowen, (589 F.Supp. 1784, aff'd,
785 F.2d 1102), Judge Lasker found, and the
Second Circuit affirmed, that SSA had con-
strued the determination of “severity” in a
way which resulted in the illegal cutofi of
thousands of disabled individuals. Instead of
applying a minimal, threshold criterion—
e.g., that someone with a cut on his finger
does not have a severe impairment—SSA
has required the claims adjudicators to
make broader medical judgments regarding
the nature of the impairment, while ignor-
ing vocation factors such as age, education
and work experience. Making those judg-
ments at Step 2, instead of at Step 4 or 5,
has, in violation of the statute and regula-
tions, precluded the claimants from present-
ing proof regarding work experience and the
demands of available jobs.

What steps has SSA taken to ensure that
Step 2 evaluations are made as intended by
the regulations—i.e., that the only claims to
be denied at this point are those which are
based on impairments of clearly minimal se-
verity? What steps will you take to prevent
the abuses which Judge Lasker found oc-
curred in New York? What steps are being
taken to implement the relief ordered by
Judge Lasker?

2. There has been litigation around the
country challenging the failure of SSA to
make, pursuant to Step 3, “medical equiva-
lence findings" or, in other words, to grant
benefits based on a judgment that the im-
pairment is equivalent to one set forth in
the listings. There have also been allega-
tions that SSA has failed even to provide
any guidance to its evaluators regarding
how to make such medical equivalence find-
ings.

What steps has SSA taken to ensure that
Step 3 “medical equivalence” findings are
made in appropriate cases? What guidance,
if any, does SSA provide to its evaluators re-
garding how to make such findings?

3. What position is SSA taking with re-
spect to Marcus v. Heckler, presently pend-
ing in Chicago, in which the failure to make
such medical equivalence findings is being
challenged?

NONACQUIESCENCE

1. The conference agreement to the 1984
Social Security Disability Benefits Reform
Act states: “The conferees urge that a
policy of non-acquiescence be followed only
in situations where the Administration has
initiated or has the reasonable expectation
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and intention of initiating the steps neces-
sary to receive a reveiw of the issues in the
Supreme Court.” H. Conf. Rep. at 37, 1984
U.S. Code, Cong., & Admin. News 3095 (em-
phasis added). Do you intend to abide by
that policy? How do you intend to notify ad-
judicators, claimants, and claimants’ advo-
cates that a particular decision will not be
acquiesced in? If SSA were denied a stay
pending the appeal of a circuit court deci-
sion to the Supreme Court, would you allow
SSA to non-acquiesce in the circuit court
ruling from which the appeal is pending?

2. SSA has asserted in its appeals to the
Second Circuit in Schisler and Stieberger
that it does not non-acquiesce in the Second
Circuit’s treating physician rule, as set out
in Bluvband v. Heckler. Will you instruct all
disability claims adjudicators in the Second
Circuit states to follow the Bluvband rule?
Will you instruct all disability claims adjudi-
cators in the country to comply with rele-
vant circuit court precedent? Will you
inform them of the relevant precedent by
providing copies of relevant opinions of
ALJs and the Appeals Council, and inform-
ing adjudicators at the state agencies, of
their contents and implications?

3. The reading the Second Circuit panel
deciding Schisler gave the Bluvband opinion
is slightly different from the reading of
Judge Sand in the Stieberger order. Which
will you follow while the Stieberger appeal is
pending in the Second Circuit?

4. The district court judge in Stieberger
found that SSA has in the past and contin-
ues to ignore binding circuit cases in decid-
ing claims for benefits. Does SSA intend to
reopen the claims that were illegally denied
under this policy? If not, why not? If not,
does SSA intend to assert res judicata de-
fenses against claimants who reapply?

OTHER ISSUES

1. In Schisler v. Heckler, a case challeng-
ing terminations of benefits without evi-
dence of medical improvement, SSA took
the position that a court may not, in ad-
vance of the adjudication of claims by SSA,
impose substantive requirements on those
adjudications. (Slip op. 12-13). In other
words, SSA argued that system-wide chal-
lenges to SSA's policies resulting in general
prospective relief could not be brought in
the context of a class action lawsuit. Do you
intend to adhere to that position? If so, how
do you justify it?

2. The district court judge in Stieberger
also found that SSA had in place for several
years a policy of reviewing internally the de-
cisions of ALJs who had comparatively high
rates of benefits allowances, which affected
the decisional independence of the ALJs.
Does SSA intend to reopen the claims that
were illegally denied under this policy? If
not, why not? If not, does SSA intend to
assert res judicata defenses against claim-
ants who reapply?

3. I note that SSA has reinstated the Con-
tinuing Disability Investigations, in which
SSA re-examines claims to ensure the recipi-
ent of benefits is still entitled to them. In
the past, this process engendered a series of
lawsuits which resulted in findings that SSA
terminated large numbers of claimants im-
properly—for instance, by failing to evalu-
ate impairments in combination. What steps
do you intend to take to prevent such
abuses from recurring?
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DEPARTMENT OF HEALTH AND HUMAN
SERVICES,
Washington, DC., June 11, 1986.
Hon. DANIEL PATRICK MOYNIHAN,
U.S. Senate,
Washington, DC.

Dear SENaTOR MoyNIHAN: This is in re-
sponse to your recent questions prompted
by Bowen, et al. v. City of New York et al.
regarding practices, policies and procedures
for making determinations on disability
claims under the Social Security and SSI
disability programs. I have given prelimi-
nary answers to a number of the questions
which your staff indicated were of greatest
concern to you and will provide complete re-
sponses to the entire list of questions as
soon as possible.

I agree with you that these are serious
issues and that ensuring an effective, fair
and timely disability determination process
is a priority for the Social Security Adminis-
tration.

I look forward to working with you in the
future on these issues which are of impor-
tance to both of us.

Sincerely, !
Dorcas R. Harpy,
Assistant Secretary
Jor Human Development Services.

Enclosures.

Senator Moynihan.

Question: Will you continue to authorize
appeals such as this one in which SSA essen-
tially concedes the ruling on the merits—
that you acted illegally—but seeks to bar the
granting of any relief to the victims of the il-
legal policy?

Answer: As you know, only the Solicitor
General can decide whether or not to
appeal a particular case. Any recommenda-
tions to the Department of Justice are made
on a case-by-case basis, after the interests of
both claimants and the government have
been carefully assessed.

While I am not in a position to judge the
recommendation made by SSA in the City
of New York case, I understand that the in-
dividuals involved in recommending the
appeal believed that it was imperative to
defend the statutory language requiring
claimants to exhaust their administrative
remedies prior to commencing an action in
the Federal courts. In future deliberations
concerning possible appeals, I can assure
you that careful consideration will be given
to the impact of an appeal upon individual
claimants.

Senator MOYNIHAN.

Question: I'n Schisler v. Heckler a case
challenging terminations of benefits without
evidence of medical improvement, SSA took
the position that a court may nof, in ad-
vance of the adjudication of claims by SSA,
impose substantive requiremenis on those
adjudications. (Slip op. 12-13). In other
words, SSA argued that systemwide chal-
lenges to SSA’s policies resulling in general
prospective relief could not be brought in the
context of a class action lawsuit. Do you
intend to adhere to that position? If so, how
do you justify it?

Answer: The Social Security Administra-
tion did not argue in Schisler that system-
wide challenges to SSA's policies resulting
in general prospective relief could not be
brought in the context of a class action law-
suit.

The government'’s future jurisdictional ar-
guments in Social Security class actions will
have to be considered in light of the Su-
preme Court's recent decision in the City of
New York case. We will be working closely
with the Department of Justice to ensure
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proper implementation of the Supreme
Court’s decision in this case and the govern-
ment's position in future class actions will,
of course, be formulated in light of the City
of New York decision.

Senator MOYNIHAN.

Question: What steps will you take to
insure that any policy that sets the basis for
determining claims is not kept secret from
claimants and their advocates?

Answer: SSA’'s policies and operating pro-
cedures are issued to adjudicators through
the Program Operations Manual System
(POMS), through the Federal regulations
process including notice in the Federal Reg-
ister, and through Social Security Rulings. I
understand that the policy cited in the
court case was issued in 1978 and was not
issued in accordance with these prescribed
procedures. I also understand that subse-
quent action has been taken to correct this
incorrect policy.

Section 10 of the Social Security Disabil-
ity Benefits Reform Act of 1984 requires the
publication of regulations setting forth uni-
form standards for disability determinations
pursuant to the Administrative Procedure
Act. Such regulations are binding at all ad-
judicative levels. I understand that steps
have been taken to comply with these re-
quirements.

As Commissioner, I will ensure that these
procedures are fully implemented and that
claimants, their representatives, and advo-
cates have access to and are informed of
policy issuances at any Social Security
office.

Senator MOYNIHAN.

Question: By when will the relief ordered
by the district court in City of New York be
implemented? What steps will SSA take to
locate class members who may not be at
their last known address? Will SSA cooper-
ate with the relevant New York City and
New York State agencies, and with attor-
neys for the class, to help find lost class
members and otherwise to implement relief
fairly and quickly?

Answer: Implementation began immedi-
ately after the court’s decision. SSA identi-
fied all potential class members through its
systems and began screening case folders to
determine class membership. Approximately
14,000 cases have thus far been found to be
a part of the class. About 5,000 cases have
not yet been screened because the folder
cannot be located. Special procedures for
processing these cases are being proposed to
plaintiff’s counsel.

SSA will expedite these cases. SSA has al-
ready begun review of the denial cases not
under the court’s stay. Review of the denial
cases under the stay will begin in July. The
target for completing these cases is Janu-
ary.

In locating class members who may not be
at their last known address, SSA has pre-
pared an implementation plan to work
closely with plaintiff's counsel in developing
processing instructions. These instructions
are expected to be completed in about 30
days. SSA also plans to match its records
with the records of New York City and
State welfare offices in an effort to obtain
better addresses and to otherwise cooperate
with the agencies.

Senator MOYNIHAN.

Question: The conference agreement to the
1984 Social Securily Disabilily Benefits
Reform Act states: “The conferees urge that
a policy of non-acquiescence be foll o
only in situations where the Administration
has initiated or has the reasonable expecta-
tion and intention of initiating the sleps
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necessary to receive a review of the issues in
the Supreme Court.” H. Conf. Rep. af 37,
1984 U.S. Code, Cong., & Admin. News 3095
femphasis added). Do you intend to abide by
that policy? How do you intend to notify ad-
judicators, claimants, and claimants’ advo-
cates that a particular decision will not be
acquiesced in? If SSA were denied a stay
pending the appeal of a circuit court deci-
sion to the Supreme Court, would you allow
SSA to non-acquiesce in the circuit court
ruling from which the appeal is pending?

Answer: In June 1985, the Social Security
Administration adopted a policy whereby it
would acquiesce in circuit court decisions
which conflict with agency policy and that
policy was expanded in December 1985.
Since the implementation of the agency's
acquiescence policy, hundreds of circuit
court decisions have been reviewed by a spe-
cial SSA Task Force and, to date, twenty
rulings in which SSA has acquiesced in vari-
ous courts of appeals decisions have been
issued. These twenty rulings are binding on
all agency adjudicators at all levels of ad-
ministrative review. A number of additional
circuit court decisions are currently being
considered for possible acquiescence rulings.

SSA expects that any future nonacquies-
cence in circuit court decisions will be rare.
However, should such action become neces-
sary in the future the agency will have to
examine the specifics of such a case and
decide whether the issuance of a ruling or
regulation would be the most appropriate
way to notify adjudicators and claimants.

A decision to nonacquiesce in future cir-
cuit court decision where a stay of judgment
has not been granted and appeal is pending
in the Supreme Court would only be made
after close consultation with this Depart-
ment's Office of the General Counsel and
the Department of Justice and only after a
careful evaluation is made of all the legal
and administrative aspects of such a case.

Senator MOYNIHAN.

Question: There has been litigation
around the country challenging the failure
of SSA to make, pursuant fo Step 3, “medi-
cal equivalence findings” or, in other words,
to grant benefits based on a judgment that
the impairment is equivalent o one set
forth in the listings. There have also been al-
legations that SSA has failed even to provide
any guidance to its evaluators regarding
how to make such medical equivalence find-
ings. What sleps has SSA taken to ensure
that Step 3 “medical equivalence” findings
are made in appropriate cases? What guid-
ance, if any, does SSA provide lo ils evalua-
tors regarding how to make such findings?

Answer: I believe it is inaccurate to say
that SSA has failed to provide guidance to
evaluators regarding ‘“‘medical equivalence
findings.” Our policy is clearly stated in reg-
ulations and in the POMS (Programs Oper-
ations Manual System). As you are aware,
the decision as to whether an impairment is
of equivalent severity to one found in the
Listing of Impairments is a decision re-
served for program physicians.

Recognizing the concerns raised by cur-
rent litigation in this area, SSA has in-
creased efforts to ensure understanding of
this policy. As an example, SSA recently
conducted training for disability adjudica-
tors, including program psychiatrists, on
how equivalency decisions are to be handled
in certain mental retardation cases under
the new mental impairment regulations. A
POMS instruction on this type of case is in
final clearance.

Senator MOYNIHAN.
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Question: I note that the State of New
York was a plaintiff in this case, apparenily
because its Office of Disabilily Determina-
tions could not successfully convince SSA
that its policy was illegal other than by
going to court. What steps will you take to
open up communications with State Adjudi-
catory agencies lo prevent their having to go
to court as the only way of ending illegal
policies?

Answer: It is important that SSA have
open lines of communication with the State
Agencies. During the last several years, and
especially in the implementation of the 1984
Amendments, SSA has extensively involved
State Agencies in the development of new
policies and operating procedures. As Com-
missioner, I intend to work with State Agen-
cies to resolve and discuss issues in the
belief that we can resolve controversies
before proceeding to court.

U.S. SENATE,
Washington, DC, June 13, 1986.

Hon. Dorcas R. HARDY,

Assistant Secretary for Human Development
Services, Department of Health and
Human Services, 200 Independence
Avenue SW., Washington, DC.

DEAR SECRETARY HARDY: On June 2, 1986,
the U.S. Supreme Court unanimously af-
firmed the ruling of the Second Circuit
Court of Appeals in Bowen v. City of New
York. In that case, the plaintiffs argued,
and the trial judge found, that from 1978
until 1983 the Social Security Administra-
tion had in place an unlawful, unpublished
policy under which “countless” deserving
claimants were denied benefits. The Social
Security Administration did not appeal this
finding of fact. It did, however, seek to
narrow the impact of the court’s findings by
filing appeals arguing that the courts had
no jurisdiction over claimants who had
failed to exhaust their administrative reme-
dies or who had failed to appeal an adminis-
trative decision within 60 days of receiving
it.

The Supreme Court rejected these argu-
ments, holding that claimants would not be
held to the 60 day or exhaustion require-
ments because the Social Security Adminis-
tration had followed a systemwide, unre-
vealed policy that was inconsistent in eriti-
cally important ways with established regu-
lations. The Court rebuked the Social Secu-
rity Administration and the Department of
Health and Human Services, stating that
“The Secretary had the capability and the
duty to prevent the illegal policy. .. The
claimants here were denied the fair and
neutral procedure required by the statute
and regulations. . ."” (slip op. p. 19).

In short, this may represent the first time
in history in which the Supreme Court has
had to tell the Social Security Administra-
tion what its responsibilities are to its mil-
lions of beneficiaries.

1 understand that these events did not
arise under your purview, and that you were
not responsible for adopting the policies to
which I so strongly object. Nevertheless, I
hope that these recent events have instilled
a sense of remorse within the Social Securi-
ty Administration and of alarm on your
part.

In your testimony before the Senate Fi-

nance Committee on May 15, stating one of

your main goals at the Social Security Ad-
ministration if confirmed as Commissioner,
you said, “We must provide the best service
across the country that we know how. The

American people whose lives we touch de-

serve prompt, courteous, and efficient serv-
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ice, and fair and dignified treatment. I am
committed to maintaining high standards in
the quality and level of services.”

Your stated commitment is admirable.
However, I believe it is also at serious odds
with the record of performance of the
agency itself over the last few years. The
Social Security Administration has harassed
and hurt thousands of beneficiaries by plac-
ing numerous administrative and adjudica-
tive obstacles between them and the bene-
fits to which they are entitled by law. The
Social Security Administration has also
denied or terminated benefits to countless
eligible claimants. In sum, the Social Securi-
ty Administration’s deliberate—if unstated—
policies over the last five and a half years
have given the agency the public image of
being uncooperative and unsympathetic to
the constituency it is required to serve.

Unfortunately, your preliminary answers
have not resolved my serious doubts that
these policies would continue under your
administration. I would have hoped for
more direct and forthright answers. For in-
stance:

In response to one question, you state
that only the Solicitor General can decide
whether or not to appeal a particular case.
Of course, the Social Security Administra-
tion has a role in this process. In what cases
will the agency recommend that Justice
pursue an appeal?

In response to another question (Schisler
v. Heckler), you state that future jurisdic-
tional arguments in class actions will have
to be formulated in light of the City of New
York opinion. This is an admirable senti-
ment, but does not answer the question of
whether you will continue to urge that sys-
temwide relief cannot be granted in class
action cases.

Finally, in your preliminary response to
my question on “non-acquiescence’” (i.e., re-
fusal to apply circuit court decisions to any
case but that of an individual who brings
suit), you state that any future non-acquies-
cence in eircuit court decisions will be
“rare."” Does this mean that you will contin-
ue to refuse to apply circuit court decisions
to any case except that of the individual
who brought suit, without appealing them
or without public notice? How, otherwise
than by a ruling or regulation, would the
Social Security Administration notify adju-
dicators and claimants, as well as their advo-
cates, of a decision to refuse to acquiesce?

Madam Secretary, I appreciate the efforts
made by you and your staff in responding to
several of our questions thus far. I look for-
ward to complete and satisfactory responses
to all of my questions in the near future, As
you know, on Wednesday I voted to report
your nomination, but asked Chairman Pack-
wood to postpone full Senate consideration
pending your responses to these very serious
concerns. He agreed to my request. Be as-
sured that I am prepared to move forward
with final consideration of your nomination
if such answers are forthcoming, as I am
sure they will be.

Sincerely,
DaNtEL PATRICK MOYNIHAN,
DEPARTMENT OF HEALTH aAND HUMAN
REesovurces, OFFICE oF HuMAN DE-
VELOPMENT SERVICES,
Washington, DC, June 16, 1986.
Hon. DANIEL PATRICKE MOYNIHAN,
U.S. Senate,
Washington, DC.

DEAR SENATOR MoOYNIHAN: Your recent
questions and letter of June 13, 1986, raise
legitimate concerns regarding administra-
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tion of the disability insurance program.
The program must be administered in a fair,
humane and effective manner, and should
be perceived by the public in the same way.
As Social Security Commissioner, I will be
committed to ensuring that those who are
entitled to disability payments in accord-
ance with Social Security procedures, poli-
cies and regulations promulgated openly
and legally receive their benefit. Improper
denial of benefits, any kind of illegal con-
duct, or lengthy delays are certainly not
hallmarks of a well-administered program
and are intolerable to me as a public serv-
ant. I believe better management tech-
nigques and approaches can be developed to
curtail such practices.

Several different factors contributed to
the outcome of Bowen v. City of New York:
questionable policies, judgments about
court appeals, and a lack of clear guidance.
As 1 stated, I believe strongly that it is vital
to ensure that the disability program be ad-
ministered in a fair, humane, and consistent
manner. This obligation extends not only to
the relatively small number of high-profile
cases that challenge SSA procedures, but
also the thousands of more routine cases
that SSA must consider each year.

I understand that policies such as the one
cited in the City of New York court case
have been corrected and steps are being
taken to make whole anyone affected. I am
committed to thorough enforcement and
implementation of the recent decision. Pre-
vious questionable policy issues were ad-
dressed by the Congress in the debate and
passage of the 1984 Disability Amendments;
SSA staff has worked closely and diligently
with Congressional staff as well as the
States in the implementation of guidelines
resulting from these amendments. I intend
to continue these close working relation-
ships and to fully implement the spirit and
intent of the amendments.

With regard to the specific points you
raised in your letter of June 13:

I believe that recommendations to the De-
partment of Justice on appeal of court cases
must be made on an individual basis after
considering the potential effects on the
claimants and the government. These rec-
ommendations will be made with the utmost
concern for beneficiaries and with relevant
decisions such as the City of New York in
mind. I will not be in the business of appeal-
ing decisions for no reason but there will
undoubtedly continue to be instances where
I believe it to be in the best interest of the
government and the Social Security pro-
gram to pursue our legitimate point of view.

In regard to systemwide relief on class
action cases, it will be my policy that sys-
temwide relief will be granted to the class in
accordance with any such court orders
except in those unusual situations where an
appeal or clarification is pursued.

In response to your guestion about acqui-
escence, I understand that the Congress did
give guidance to SSA during the delibera-
tions surrounding the Amendments. The
Social Security Administration has made
substantial changes in the decision-making
process on appeals of court cases and com-
pliance with circuit court decisions. While I
would not want to say that I would never
non-acquiesce, I will say that I believe it
should be limited to very special circum-
stances. I can not provide a further clarifi-
cation of “rare” at this time.

In addition, based on the 1984 amend-
ments, I am optimistic that non-acquies-
cence will not be an issue as it has been in
the past. Since 1985, SSA has issued 20 rul-
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ings of acquiesence, and has not non-acqui-
esced in any Court of Appeals case.

In terms of notification, SSA will continue
to issue Acquiescence Rulings in instances
where circuit court rulings differ from na-
tional Social Security policy. These rulings
advise adjudicators in States within the ap-
propriate circuits to apply circuit court law.
Relevant administrative law judge and Ap-
peals Council opinions will be published as
Social Security Rulings when appropriate.
Non-acquiescence decisions, if any, will be
communicated in the same manner, that is
by ruling or regulation, whichever is more
appropriate. Rulings are available to advo-
cates and the public generally at any Social
Security office. I believe these procedures
for notification are fair and it is my under-
standing that they have been effective.

I intend to do all I can to avoid confronta-
tional situation that evolved in the disabil-
ity program prior to 1984 and will work with
the Congress and the States to further the
fair and uniform delivery of this critical
social program.

Sincerely,
Dorcas R. HARDY,
Assistant Secretary
Jor Human Development Services.
Enclosure.

Senator MOYNIHAN.

Question: There has been litigation in
New York, as well as in other areas of the
country, challenging the manner in which
Step 2 determinations are made. Specifical-
ly, in Dixon v. Bowen, (589 F. Supp. 1784,
aff’d, 785 F.2d 1102), Judge Lasker found,
and the Second Circuit affirmed, that SSA
had construed the determination of “severi-
ty” in a way which resulled in the illegal
cutoff of thousands of disabled individuals.
Instead of applying a minimal, threshold
criterion—e.g., that someone with a cut on
his finger does not have a severe impair-
ment—SSA has required the claims adjudi-
cators to make broader medical judgments
regarding the nature of the impairment,
while ignoring vocation factors such as age,
education and work experience. Making
those judgments at Step 2, instead of at Step
4 or 5, has, in violation of the statute and
regulations, precluded the claimants from
presenting proof regarding work erperience
and the demands of available jobs,

What steps has SSA taken Lo ensure that
Step 2 evaluations are made as inlended by
the regulations—i.e., that the only claims to
be denied at this point are those which are
based on impairments of clearly minimum
severity? What steps will you take to prevent
the abuses which Judge Lasker found oc-
curred in New York? What steps are being
taken to implement the relief ordered by
Judge Lasker?

Answer: In October 1985, SSA published a
ruling clarifying the “not severe” policy to
emphasize that an impairment should be
found not severe only if it has no more than
a minimal impact on an individual’'s ability
to perform any work related activities. In
addition, this ruling was supplemented with
additional guides for adjudicators such as a
Program Circular to highlight the policy
clarification and a training package for ad-
judicators. Also, on March 5, 1985, SSA pub-
lished an interim final regulation to imple-
ment section 4 of P.L. 98-460 which requires
that the combined effect of all impairments
be considered, even if none considered sepa-
rately would be found to be severe, in deter-
mining whether an individual’s
impairment(s) is severe.

There have been several sets of instruc-
tions issued to implement the Dixon orders.
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Potential class members whose claims had
been denied were notified about the Dixon
action on October 12, 1984. Potential class
members whose benefits had been terminat-
ed were notified on a case-by-case basis be-
tween July 1984 and July 1985. Specifically,
these individuals were notified that the
Dixon order required SSA to reopen their
claims, Additionally, those terminated were
advised that their benefits would be rein-
stated pending the new review pursuant to
the Dixon order. State agency and SSA ad-
judicators were instructed by teletype in-
structions on July 30, 1984, to stop using
Step 2 as the basis for denial. Adjudicators
were further advised to consider vocational
factors in those claims where the individual
was found unable to perform his or her past
work.

Senator MOYNIHAN.

Question: The district judge in Stieberger
Jound that SSA has in the past and contin-
ues to ignore binding circuil cases in decid-
ing claims for benefits. Does SSA intend to
reopen the claims that were illegally denied
under this policy? If not, why not? If not,
does 554 intend to assert res judicata de-
fenses against claimants who reapply?

Answer: The Stieberger class action case is
presently on appeal to the U.S. Court of Ap-
peals for the Second Circuit and we are
awaiting a decision. As the case now stands,
SSA has not been required to reopen any
cases in the class (which has been certified
back to 1981 by the district court). In re-
sponse to your question concerning the res
judicata effect of prior administrative deci-
sions, of course all individuals have the
right under SSA regulations to file new ap-
plications for benefits at any time. SSA's
normal policy set out in existing regulations
provides that, in some situations, claimants
who have filed new claims are barred from
relitigating the question of their benefit en-
titlement if the new application pertains to
a previous time period which has already
been the subject of a prior decision. I would
plan to abide by these longstanding admin-
istrative finality regulations absent a court
order requiring the contrary.

Senator MoYNIHAN.

Question: The district court judge in Stie-
berger also found that SSA had in place for
several years a policy of reviewing internal-
ly the decisions of ALJs who had compara-
tively high rates of benefits allowances,
wirich affected the decisional independence
of the ALJs. Does SSA intend to reopen the
claims that were illegally denied under this
policy, If not, why not? If not, does SSA
intend to assert res judicala defenses
against claimants who reapply?

Answer: The Social Security Administra-
tion does not agree with the assertion in
this question that Judge Sand’s decision in
the Stieberger case “found that SSA('s) . . .
policy of reviewing internally the decisions
of ALJs who had comparatively high rates
of benefit allowances . . . affected the deci-
sional independence of the ALJs.” After a
lengthy analysis of the Bellmon review pro-
gram (Slip op. 118-166), Judge Sand con-
cluded that “(w)hether plaintiffs are likely
to succeed on the merits of their challenge
to Bellmon review as implemented prior to
June, 1984, is an issue we need not decide.”
(Slip op. at 163) Therefore, SSA does not
intend to reopen claims which were previ-
ously denied under the Bellmon review pro-
gram since there is, in our view, no reason to
do so. In regard to the application of res ju-
dicata, it would apply to persons who have
received an unfavorable decision after Bell-
mon review and who reapply to the same
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extent that res judicata applies in any other
circumstance, namely when the subsequent
application is based on the same facts and
raises the same issue or issues as were previ-
ously adjudicated.

Senator MoYNIHAN,

Question: I note that SSA has reinstated
the Continuing Disabilily Investigations, in
which SSA re-examines claims to ensure the
recipient of benefils is still entitled to them.
In the past, the process engendered a series
of lawsuits which resulted in findings that
SSA terminated large numbers of claimants
improperly—for instance, by failing to
evaluate impairments in combination.
What steps do you intend to take to prevent
such abuses from recurring?

Answer: I intend to continue implementa-
tion and administration of the 1984 Amend-
ments, which clearly expressed the will of
Congress as to how these problems should
be corrected. For example, in regard to eval-
uation of impairments in combination, sec-
tion 4 of the 1984 Amendments required
that multiple impairments must be consid-
ered in deciding medical severity. Regula-
tions to implement this provision were pub-
lished on March 5, 1985.

The primary issue in litigation surround-
ing the continuing disability review (CDR)
process was whether an individual's medical
condition had to show improvement before
benefits could be terminated. The 1984
Amendments mandated that medical im-
provement is generally the standard for con-
tinuing eligibility decisions, and section 2 of
the amendments set forth the specific medi-
cal improvement review standard to be used
in CDR's. Implementing regulations were
published in December 1985. The revised
criteria for evaluating mental disorders, as
required by the same legislation, were pub-
lished as regulations in August 1985. Final-
ly, extensive training of disability adjudica-
tors has been conducted, special quality
review mechanisms have been developed,
and detailed operating instructions have
been issued to insure consistent and uni-
form application of the new policies.

Senator MOYNIHAN.

Question: What position is SSA laking
with respect to Marcus v. Heckler, presently
pending in Chicago, in which the failure to
make such medical eguivalence findings is
being challenged?

Answer: SSA has not yet taken a position.
The class action complaint in the Marcus
case was filed in March 1985. The district
court in October 1985 certified a class con-
sisting of residents of Illinois. The govern-
ment at this time is responding to discovery
requests filed by the plaintiffs. Pending
completion of discovery, the Federal govern-
ment is in the process of developing its liti-
gation position in Marcus.

Senator MOYNIHAN.

Question: SSA4 has asserted in ils appeals
to the Second Circuit in Schisler and Stie-
berger that it does not non-acqguiesce in the
Second Circuil’s treating physician rule, as
set out in Bluvband v. Heckler. (1) Will you
instruct all disability claims adjudicators in
the Second Circuit states to follow the Bluv-
band rule? (2) Will you instruct all disabil-
ity claims adjudicators in the country to
comply with relevant circuit court prece-
dent? (3) will you inform them of the rele-
vant precedent by providing copies of rele-
vant opinions of ALJs and the Appeals
Council, and informing adjudicators at the
state agencies, of their contents and impli-
cations?

Answer: (1) Yes, in accordance with the
district court’s order in Stieberger, SSA has
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instructed all adjudicators in New York
State to follow the Second Circuit’s treating
physician rule, as set out in the Bluvband
case. However, in regard to Schisler, there is
an apparent discrepancy between the
Schisler and Stieberger cases in the rules set
out by the Second Circuit. Therefore, SSA
is requesting the Second Circuit to rehear
Schisler and to provide a consistent rule for
all adjudicators in the Second Circuit.

(2) SSA is issuing Acquiescence Rulings in
instances where circuit court rulings differ
from national Social Security policy. These
rulings advise adjudicators in States within
the appropriate circuits to apply circuit
court law.

(3) Relevant administrative law judge and
Appeals Council opinions are published as
Social Security Rulings when appropriate.

Senator MOYNIHAN.

Question: The reading the Second Circuit
panel deciding Schisler gave the Bluvband
opinion is slightly different from the read-
ing of Judge Sand in the Stieberger order.
Which will you follow while the Stieberger
appeal is pending in the Second Circuit?

Answer: The district court’s order in Stie-
berger—to apply the Bluvband treating phy-
sician rule—applies to all residents of New
York State and requires that all claims for
disability benefits decided on and after the
date of the order be adjudicated under spe-
cific instructions provided in the court’s
order. Operating instructions, consistent
with the Stieberger decision and reviewed
by attorneys for the plaintiffs in that case,
have been issued by SSA to persons adjudi-
cating disability claims filed by residents of
New York State. We will continue to comply
with the district court’s order in Stieberger
unless it is set aside or modified as a result
of the government’s pending appeal. We
have not applied the decision of the Second
Circuit in Schisler pending final action on
the petition for rehearing.e@

NAUM & INNA MEIMAN IN PAIN

® Mr. SIMON. Mr. President, Naum
and Inna Meiman are suffering. The
Meimans are a Soviet couple who have
applied to emigrate to Israel numerous
times and have always been refused.

Inna is a woman in pain. She is criti-
cally ill with cancer. Although her
cancer is treatable according to West-
ern medical authorities, the Soviet
doctors have told her there is nothing
more they can or will do. Time is run-
ning out for Inna. She must have the
advanced medical treatment being of-
fered to her in the West.

Inna also is in pain because she sees
what is happening to her husband.
Naum has experienced harassment by
Soviet authorities for over 10 years.
He lost his job after first applying for
a visa. Their apartment has been ran-
sacked, and their telephone has been
cut off. They have been isolated from
society.

It is time to allow doctors in the
West to treat Inna. There is no reason
this sick and elderly couple should be
denied their basic human rights.

I urge the Soviet authorities to allow
the Meimans to go to Israel.e@
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ORDERS FOR MONDAY, JUNE 23,
1986

Mr. DOLE. Mr. President, I ask
unanimous consent that when the
Senate reconvenes on Monday, June
23, the reading of the Journal be dis-
pensed with; that no resolutions come
over under the rule; that the call of
the calendar be dispensed with; that
following the recognition of the two
leaders under the standing order,
there be special orders in favor of Sen-
ators HATFIELD, PROXMIRE, GORE, and
MELCHER for not to exceed 5 minutes
each, to be followed by a period for
the transaction of routine morning
business, not to extend beyond 1 p.m.,
with Senators permitted to speak
therein for not more than 5 minutes
each; provided, further, that the
morning hour be deemed to have ex-
pired.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

PROGRAM

Mr. DOLE. Mr. President, the
Senate will convene at 12 noon on
Monday.

The leaders will have 10 minutes
each.

There will be special orders in favor
of Senators HATFIELD, PROXMIRE,
GoRE, and MELCHER for not to exceed 5
minutes each.

There will be routine morning busi-
ness not to extend beyond 1 p.m., with
Senators permitted to speak therein
for not more than 5 minutes each.

The Senate will then resume consid-
eration of H.R. 3838. No rollcall votes
will occur during Monday’s session.

We have tried to avoid a last-minute
rush on Tuesday, and Members should
be prepared to indicate that they are
not going to offer their amendments
or be here to offer their amendments
preferably on Monday, because I know
that the distinguished chairman of
the committee has a rather pressing
engagement and will leave town about
6:30 on Tuesday. If we back up every-
thing on Tuesday and start voting on
Tuesday, we could be around here 7, 8,
or 9 o’clock, waiting to dispose of the
bill.

I know that my collegues will coop-
erate with the managers, and we can
dispose of most of the amendments on
Monday.

I also wish to indicate what will
happen after disposition of the tax
bill.

There will be a supplemental appro-
priations conference report; Calendar
No. 666, S. 2507, the housing billl; Cal-
endar No. 636, S. 2045, the Commodity
Future Trading Act; Calendar No. 655,
H.R. 4151, diplomatic security bill; the
House message to accompany House
Joint Resolution 652, FHA temporary
extension; Executive nomination of
Daniel Manion, to be U.S. Circuit
Judge.
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So I think with those few items, we
ought to be able to finish our work
hopefully by Thursday; if not, on
Friday, June 27.

There will be a number of rollcall
votes Tuesday on the tax bill and I
would assume rollcall votes Wednes-
day, Thursday, and Friday, unless we
can complete our work on Thursday.
Then there would not be a Friday ses-
sion.

I am reminded also that on Tuesday
the first vote will be 15 minutes and
all subsequent votes will be 10 minutes
each if in fact the votes have been
stacked.

ADJOURNMENT UNTIL MONDAY,
JUNE 23, 1986

Mr. DOLE. Mr. President, there
being no further business to come
before the Senate, I move, in accord-
ance with the previous order, that the
Senate stand in adjournment until the
hour of 12 noon on Monday, June 23,
1986.

The motion was agreed to, and at
5:29 p.m., the Senate adjourned until
Monday, June 23, 1986, at 12 noon.

NOMINATIONS

Executive nominations received by

the Senate June 20, 1986:
THE JUDICIARY

William H. Rehnquist, of Virginia, to be

Chief Justice of the United States.
DEPARTMENT OF JUSTICE

Arnold I. Burns, of New York, to be
Deputy Attorney General, vice D. Lowell
Jensen, resigning.

MERIT SYSTEMS PROTECTION BOARD

Mary F. Wieseman, of Maryland, to be
special counsel of the Merit Systems Protec-
tion Board for a term of 5 years, vice K. Wil-
liam O’Connor, resigned.

IN THE ARMY

The following officers for appointment as
permanent professors at the U.S. Military
Academy in accordance with the provisions
of title 10, United States Code, section 4333:

Col. Frank R. Giordano, I ecaccall

Lt. Col. Raymond J. Winkel, I Stacccall

IN THE ARMY

The following-named officer for perma-
nent promotion in the U.S. Army in accord-
ance with the appropriate provisions of title
10, United States Code, sections 624 and 628:

To be lieutenant colonel

John D. Black, IEEarcdl
JUDGE ADVOCATE GENERAL'S CORPS

To be lieutenant colonel
Michael J. Dicharry, IE e dl

MEDICAL SERVICES CORPS

To be lieutenant colonel
Edmund L. Davis,

IN THE NAVY

The following-named commanders of the
Reserve of the U.S. Navy for permanent
promotion to the grade of Captain in the
staff corps, as indicated, pursuant to the
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section 5912:
MEDICAL CORPS

Andrus, Peter L.

Ang, Elsa Penaranda
Antosek, Louis E,
Bartley, Tony C.

Bayne, Cary Gresham
Bellinger, Creighton G.
Bond, William R., Jr.
Boyer, Michael F.
Brown, Lansing Eugene
Campaigne, Robert J.
Chabala, James V.
Chalkley, Milton Dercha
Cilento, Bartley Gray
Cruz, Anatolio Benedict
Dansak, Daniel A,

Dolan, Michael P.
Duplis, Robert M.

Felix, Walter Robert, Jr.
Felthous, Alan R.

Flynn, Thomas J.
Gaffney, Jon W.

Geraci, Robert P.

Greer, Harry A., Jr.
Hacker, Philip K.

Hall, Arthur Laris
Hannigan, Edward Vincen
Harkness, James Albert
Harman, Richard Lee
Hendricks, Fredericks BA.
Hierlwimmer, Ulf Rainer
Hintz, Brace Leland

Hitt, Curtis Lee

Holden, Richard Theodor
Hooper, Richard Edmund
Horn, John Russell
Howard, Arthur Richard
Johnson, Dennis Lee
Johnston, Charles Edgar
Judman, Allen Herbert
Katz, Arnold Elliott
EKelleher, Eenneth S., Jr.
Kim, Thomas Hongsuh
Konerding, Karsten Fred
Laughlin, James E.

Lee, Wayland Sherrod
Lloyd, Douglas S.

Lux, Glenn A.

Lwin, Tint

Lynch, William James
Mabry, Nicholas Rivero
Malstrom, Robert H.
Martin, John Wesley, III
MecQuarrie, Irvine Gray
Miller, Richard Clayton
Minihan, Patrick T.
Moreland, Robert Hamilt
Moser, Ronald Joseph
Nettles, Willard H., Jr.
Newton, Jerry Albrecht
Noble, Robert Gordon
Nolan, Peter Stanley
Noonan, Bruce Douglas
Nyboer, Jan Holland
O'Donnell, James Kevin J.
O'Neil, Bernerd L.
Payton, Gladstone A.
Probst, Theodore G.
Pruet, Charles Wilburn
Reiner, Carl Ernest
Rentz, Turner Wayne, Jr.
Reynolds, Richard James
Richardson, Douglas Sco
Risser, Thomas A.
Robertson, Lawrence
Rodriguez, Alexander Ru
Runnels, John Benton
Russo, Raymond Michael
Ryan, William John
Sargent, John H.
Schultz, Thomas Aaron
Scoles, Peter V.
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provisions of title 10, United States Code,

Seif, Rahmat Mazaheri
Shenefelt, Philip David
Shockley, John R., Jr.
Skuza, John J.
Splinter, Raymond J.
Stark, Randolph Wilkins
Stevenson, Eugene Octav
Stone, Ronald Kaye
Tizard, Gary T.
Umfrid, Richard Paul, II
Vance, Donald Alton
Vanslyke, Gary
Wagner, Timothy Ronald
Ware, Lewis Leonard, Jr.
Wei, Wellington Cheng H.
Weinberg, Thomas Jakle
Whitfield, Richard Wris
Widman, Larry A.
Wilson, George Rice, 111
Wolkoff, Aaron S.
Zekos, Nicholas V.
Zimmerman, Richard Carl
Zuromskis, Peter J.
SUPPLY CORPS
Babb, Robert Masters, Jr.
Borst, Richard Earl
Brainerd, Robert Phelps, Jr.
Cookson, John Phillipe
Deangelis, Joseph Thomas, Jr.
Delfs, Hugh Neilson
Dorsey, Lewis George, II1
Fox, James Franklin
Foy, Norman Frank
Free, Willard Dean
Free, William Thomas, Jr.
Gondring, John Arnold
Kelley, John Robert, Jr.
Maitland, James Raisbeck
Mangin, Garrett Nicholas, IT
MeClintock, William R., Jr.
McDonnell, Brian Leo
McTavish, Thomas Harold
Meehan, Clement Thomas, Jr.
Mortsolf, Larry Alonzo
Phillip, John William
Pitman, John Joseph
Rahn, Stanley Arnold
Richardson, Daniel Gene
Running, Richard Barth
Semet, Robert John
Sherrill, Robert Minnis
Shirley, Joseph Garrison
Siegel, Gary
Strack, Beetem Harry, Jr.
Winter, Wilburn Jackson, Jr.
SUPPLY CORPS (TAR)

Bunten, David R.
Grumme, Ronald W.
Kalbfleisch, Larry Leroy
Sutherland, Michael T.

CHAPLAIN CORPS
Altrock, Stanley Charles
Elliott, Charles Keith
Jordan, Charles Frank, Jr.
Londoner, Carrol Alton
McConnell, Larry Adams
Rock, Stanley Arthur
Whiteside, James D.
Will, William Ashley, Jr.

CIVIL ENGINEER CORPS

Bailey, Robert Norman
Branch, Thomas Livingston
Charvat, William Charles
Conti, Hugo
Driscoll, Francis John
Evans, Frank Carpenter
Gaither, Thomas Alvin
Kenny, Louis Allen
Persson, Vernon Hyle
Poling, Russell Leo, Jr.
Riddle, Gerald Donald
Smith, Ewart Brian

Tamaribuchi, Satoru
Tuthill, William Lee
Ward, Roderic Charles
Warner, John Richard

JUDGE ADVOCATE GENERAL'S CORPS

Andrews, Robert Dana, Jr.
Arbuckle, David L.
Barr, William Siau
Bell, Robert Lamar
Bigler, John Edward, Jr.
Burson, John Hosler
Callahan, James Byrne
Coyle, Arlen Benson
Cusick, Robert Irwin, Jr.
Eppinger, Frank Newton
Golub, Howard Victor
Gorham, James Samuel, II
Hannan, William Everett
Harris, James Harold, II
Howell, Thomas Jackson
Kettlewell, Charles Wil
Lang, Howard Max
Ludwick, Steven William
Mallett, Donald Arthur
MecCann, David Paul
MeMahon, James Brian
Menefee, Curtis Hall Pi
O'Conner, James Joseph
Poch, Thomas Bernhard
Ross, Edward Michael
Rowley, Robert Deane, Jr.
Schmitz, Dennis Ralph
Smith, Lee Moyer
Southern, Samuel Ogburn
Stella, Daniel Francis
Sullivan, Paul Michael
Tomlin, James Milton
Welch, David Dickey
Wysocki, Gerald Stanley
DENTAL CORPS
Chismarich, Stephen Ric
Hensley, Larry Donald
Laubach, William Stanle
Madden, Barry Eugene
Piotrowski, Edmund Loui
Ward, Roger Brooks
MEDICAL SERVICE CORPS
Clark, Emerson Elon
Doty, John M.
Hayes, Carol Edith
Johnson, William Warren
Mast, Harold James
McGlothlen, Gerald Orri
Perry, Larry Joe
Roberts, Michael Dean

NURSE CORPS
Cummins, Joan
IN THE Navy

The following-named lieutenant com-
manders of the Reserve of the U.S. Navy for
permanent promotion to the grade of com-
mander in the staff corps, as indicated, pur-
suant to the provisions of title 10, United

States Code, section 5912:
MEDICAL CORPS

Aarstad, Robert Frederic
Achilles, Jackson T.
Almojera, Belle Buccat
Altaffer, Lawrence F., 11
Anderson, Charles H., Jr.
Anderson, Eli T.

Arias, Angelito Mercado
Arrowsmith, Daniel Lee
Arroyo, Julio Cesar
Atkinson, Maynard Penelo
Babin, Richard Weyro
Barnhouse, Dean Brooks
Baxley, Robert Sherwood
Bean, Howard C., Jr.
Bearden, James D., III
Beck, Robert James
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Bhattacharya, Arjun
Birch, Alexander Anthon
Blake, Bennie Carrol
Bland, Kirby I.

Bolet, Celso Guicoechea
Borum, Stanley E.
Bryant, John Patrick
Buckley, Vernon Carlisl
Callan, Daniel J.

Camiel, Edwin Peter, Jr.
Clark, David Alan
Cobham, Ian Graham
Cochran, Thomas Preston
Cole, Francis H., Jr.
Conley, Gene Raymond
Corbett, Paul Bowman
Constantino, John Michae
Craig, James P.

Davis, Donna Patricia
Davis, Gary R.

Depaulo, Paul S.

Dewalt, John Duffy
Diaz, Carlos Richardo
Doctor, Marcellene Suza
Domino, Terry Gayle
Estlund, Gregory John
Estrera, Luis Gallo, Jr.
Fern, Peter E.

Ferris, John A., I1I
Ferry, Francis Thomas
Fink, Mitchell Phillip
Fischer, Leonard Stephe
Foster, Robert Stephen
Gonzalez, Luis Roberto
Gordon, Antonio Mario R.
Granger, David Philip
Green, George
Harkness, Charles L.
Harpold, Gary J.
Hershman, Jerald Bruce
Higer, Ralph William
Hubbell, David Bayles
Hueston, Allen L.

James, Lewis P.

Janik, Daniel Scott
Jones, Frederick Dougla
Kim, Daesong

Kinder, Richard Alan
King, John Wesley
Klatt, Richard W.

Kong, Dyoung
Kornberg, Markus
Kram, Barry William
Kuber, Matthew T.
Langston, Robert H.

Lee, Barbara Jean
Leonard, Frank A., II
Lesko, Ronald Michael
Lewis, Donald R.

Lewis, Richard H.
Liebman, William Martin
Limjoco, Uriel Romey
Longanecker, Stanton L.
Longley, Richard Samuel
Loomis, Karl French
Louie, Eric Kuowei
Lowe, Edward Hatfield J.
Lundy, Eugene

Macfee, Michael Scott
Malone, James Charles J.
Margel, Stephen Edward
Marks, Charles Wesley
Martin, James Peter
McAllister, Charles J.
McCormack, Percival D.
McDonald, Michael White
McFadden, Paul Michael
Menon, Venu Gopal
Millbern, Stephen Micha
Morin, Christopher J.
Murphy, Charles Evans J.
Murphy, Patrick J.
Musliner, Thomas Allen
Nader, Daniel A.

Narut, Noel Francis
Neville, Pat Finley
Nevils, Bobby Gene
Novak, Steve
Nuar, Frank Labib
Nyberg, Leroy Milton, Jr.
O'Dell, Michael Lynn
O’'Hara, Kathy M.
Olden, Michael Rogers
Olsson, Jay E.
Opfer, Walter D.
Otten, Edward Joseph
Paulk, Wilford E.
Pease, Rodney D.
Pineda, Rodolfo Liongco
Postel, Joachim Michael
Prentice, Georgia Rae
Prough, Donald Sanderson
Read, Edward J., Jr.
Reed, Kenneth Stephen
Rennert, Klaus Dieter
Reynolds, Gary Lynn
Rhule, Ronald Lloyd
Riether, Robert Denny
Riggs, Jack Edward
Riveraalsina, Manuel En
Roberts, Jerry M.
Roper, Ronald Phillip
Ross, William A.J.
Ruggles, Kevin H.
Rutledge, Kenneth Allen
Ryals, Paula A.
Sacha, Robert Frank
Sakakini, George C.
Sanders, Jerald G.
Sansone, Vincent Robert
Sarmiento, Joseph J.
Schueppert, Thomas W.
Segarravidal, Juan Baut
Silverberg, Michael Slo
Simms, Ernest Lee
Smith, Duret Stanford
Solomon, Jonathan Gersh
Stevens, Ward W., Jr.
Stewart, Charles R.
Strock, Sylvia 5.
Sutton, Larry D.
Taylor, William Henry J.
Thiringer, Sheridan A.
Treadwell, Kenneth, Jr.
Tucker, Warren G.
Tyler, John Robert
Vezeridis, Michael P.
Vidacovich, Richard Paul
Vorhoff, Gilbert Harold
Wallace, Arnold Doyle
Wallace, William Wilson
Walsh, James A.
Way, Brady Cole
White, Charles Edward
White, Frederick Eugene
Wiberg, John Lawrence
Willenberg, Natalie Ann
Williamson, John Charle
Woods, James DeWitt
Young, Jeffrey Milton
SUPPLY CORPS

Aubrey, Norbert Eugene, II1
Benaroya, Alfred R.

Bjerke, Ardine Leslie
Bordenave, Lee Joseph
Brockman, Willie Cal

Butt, Arthur Leroy

Byrd, Harry William
Cackowski, Theodore Robert
Capron, Donald Lee
Carmody, Bert Martin
Chamberlain, William Joseph
Clamurro, Gary David
Dennis, David Arthur
Desgalier, William Marc
Egan, Richard Gookin, Jr.
Ehmcke, Lance David
Epstein, David Shalom
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Erickson, Ivan Leroy
Fennell, Walter Francis, Jr.
Fischer, Charles E.

Furst, Barbara Scott
Gillum, Virgil David
Hanson, Thomas Kevin
Heathers, Sherman Garner
Hills, Gary Lee

Holmes, Robert C.

Hunt, Carl Lavern
Johnson, Robert Bruce, I1
Jones, Douglas Edward
Keyserling, Michael S.
Klingelberger, Mary Clare
Kroon, George Douglas
Lancaster, Robert Lee
Leather, John E.

Long, Wayne Richard
Lottes, William Russell, I1
McLaughlin, Sammy Selden
Mills, William Taft, Jr.
Moffatt, Richard Andrew, Jr.
Montgomery, John Bradley
Nixon, Dennis Wayne
O’'Connell, Matthew Peter
Ortega, Pete Ruben
Pecuch, Ramon

Preston, Vernon Leroy
Price, Edward Lowry
Prudhomme, Charles Lloyd
Reimann, William John
Righi, Michael Louis

Ross, Charles Anthony
Sacilotto, Alessandro France
Schaap, Steven Glenn
Schowalter, Mark Wilbert
Silva, William Leonard
Snider, Jack Dean
Stallings, Charlie Louis
Stawitz, William Ernest
Stephan, Richard John
Taber, Alan Thomas
Thompson, Wayne Garfield, Jr.
Tom, Lyle Kim Ung

Turke, Stephen Joseph
Welch, Peter Byerrum
West, William Maurice
Williams, Charles Arthur

SUPPLY CORFPS (TAR)

Buck, Thomas Charles
Hebrink, Larry Dean
Johnson, Gary Richard
Monkowski, David B.

CHAFLAIN CORPS

Allen, Gary Richard
Black, Robert A.

Brenner, Peter Rolf Kalk
Grey, James Chester
Kaplan, Allen Stanford -
McGettrick, Garvin
Moulketis, James Chris
Robinson, Harold Leonard
Rock, Stephen Brennan
Sortland, Egil Arthur

CIVIL ENGINEER CORPS

Alexander, Al Gary, Jr.
Andvik, Brian Karl
Batdorf, Ronald Neal
Blume, Russel Elmer
Brasfeild, Charles Wesley
Costello, Donald Haryford, Jr.
Davy, Eric H.

Fressilli, Thomas Frank
Gordanier, Charles Bert
Jewell, Charles Douglas. 1I
Johnson, Frank Ralph, Jr.
Johnson, Richard Curtis
Keller, William Bryan
Mayer, Robert Hall, Jr.
MecCabe, William David, Jr.
McKay, Kenneth P.

Miles, Paul Avron
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Moir, Gene Willis
Naab, Earl Frederick
Nylen, Sven T.
Reid, Thomas Ray, IT
Rickard, Carl Edward
Sheppard, David Eugene
Smith, Loren Woodrow
Spencer, Lon Charles
Uzarski, Donald R.
Vickerman, Melville John, Jr.
Ward, Carter Studdert
Ward, Jack Gerald

JUDGE ADVOCATE GENERAL'S CORPS

Bailey, Walter Marshall
Cooper, David Jackson J.
Eddy, Richard W., Jr.
Fisher, Aimee Frances
Hiller, John Leslie
Leary, Arthur, II1
Leatherman, John B., Jr.
Peavey, Michael Pendext
Rude, James W.
Smith, Kerschiel Doniva
Teigen, Henry C.
Vaughn, Anthony Wayne
Wright, Robert Clyde
DENTAL CORPS
Akers, Gregory S.
Alvis, Stephen G.
Bentley, Geoffrey D,
Butler, Milton Forest
Christensen, John B.
Elstner, Earl Thomas, Jr.
Frank, Timothy Michael
Friedland, Gary Jay
Gilio, Douglas A.
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Johnson, Mark F.
Jones, Perry Thompson
Lewis, James Hiller
McDowall, Mark T.
Peksens, Richard Karl
Simon, Jon Stanley
Vartan, Karen Stephanie
Winkel, Bernard Martin

NURSE CORPS
Barker, Elizabeth R.
Bland, Annie R.
Brown, Kathryn Marie
Cioffi, Nancy Louise
Crowley, Diane R.
Donegan, Janet M.
Dunkel, Mary E.
Dyckman, Julia Y.
Gawbill, Barbara Jane
Hager, Jo E.
Harmeyer, Karen A.
Hightower, Arlene Janic
Holz, Jane Ruth
Hubson, Kathleen M.
Johnson, Mary Martha
Ketter, Diane R.
Kingen, Dorlee D.
Knox, Sherryl L.
Krause, Lois E.
Noll, Kathleen A.
Riddiough, Peggy L.
Self, Peggy Ruth
Vrabel, Crucelina Ferna
Ward, Penelope H.
Wettach, Rose A.
Yonts, Linda M.

IN THE Navy

Bernie, Ronald John
Biller, John Phillip
Bishop, Theodore Andrew
Bizic, Larry Stephen
Blakely, Robert Alan
Blunt, Paul Frederick
Boardman, John Frederick
Boguski, Alan John

Bollin, John Curtiss
Borland, John

Boulden, Walter Raleigh, Jr.
Bowes, David Robert

Boy, David Clarke, III
Boyd, James Alexander
Brady, Edward Matthew
Brandt, Edward Lee
Brannon, Gordon Dale
Branum, James David
Bray, Michael Allen
Breese, Thomas Robert
Brennan, Michael Francis
Bridgeford, Joseph Vincent
Brilla, Richard Charles
Brisbin, Bradford Alan
Brock, Edward Benjamin, Jr.
Brown, Bruce Allan

Brown, Douglas Leo
Brown, Jeffrey Charles
Brown, John M.

Brown, Larry Alan

Brown, Richard Wayne
Brumbaugh, David Lindsay
Bruninghaus, Ronald Paul
Buffington, Donald Keith, Jr.
Buresh, Jon A.
Burlingame, Charles Frank

June 20, 1986

Burnett, Douglas Randolph
Burnham, Robert Lewis
Buschbach, Thomas Richard
Bushey, William Michael
Butzon, Jonathan Hans
Byczek, John Albert

Hammond, Frederick W. The following-named lieutenant com-
Harrison, Glenn Alan manders of the Reserve of the U.S. Navy for
Heilman, Bruce C. permanent promotion to the grade of com-
Heineman, Jeffrey Carly mander in the line, in the competitive cate-
Horton, Edward C., Jr. gory as indicated, pursuant to the provisions
Jardin, Ronald E. of title 10, United States Code, section 5912:

King, William A.
Kramer, Kevin Joseph
Krause, Kerry Jack
Larson, Gilbert H., III
Lewis, Thomas MacArthur
Mason, Craig Alan
Mathews, William M.
Mayer, Joseph Paul, Jr.
Meharra, Ernest William
Montgomery, Alan B.
Nickell, Darryl C.
Notario, Perfecto F., Jr.
Pope, Bruce Michael
Roberts, William Louis
Robinson, Milton Alvin
Roberts, William Louis
Robinson, Milton Alvin
Rocklin, Michael F.
Rundbaken, Roger P,
Schultz, Louis David
Smith, Paul Bridges, Jr.
Strunk, William Milton
Tiner, Billy Don
Toney, Charles E.
Topcik, Philip L.
Wanders, Joseph A.
Watkins, James D.
Weaver, Peter M.
Weinberg, Melvin Stuart
Wilcox, Dale E.
Wilsted, Neal K.
MEDICAL SERVICE CORPS

Abrams, James Lloyd
Baesman, Robert K.
Bennett, James Douglas
Dey, Dennis Raymond
Doppelheuer, Sandra Bin
Durflinger, Don Alan
Fisher, Joseph Carroll
Heublein, Robert Martin
Hudson, Henry Alexander

UNRESTRICTED LINE OFFICERS

Abeles, Jon Christian
Abesilla, Jimmie

Admas, George Francis, Jr.
Adams, Parks Glenn, Jr.
Adkisson, John Felton
Aires, James William, IT
Alder, Edgar Andrew

Aleks, Richard Thomas
Aleshire, Elroy Wayne
Aljets, Carol Duckworth
Aller, Benard Morris

Alley, Stephen D.
Amundson, Lee D.
Anderson, Larry Edward
Andrus, James Robert
Aninowsky, William Edward
Archibald, Gary T.
Arellanes, Jimmy

Arnold, Don Louis

Ashby, Kenneth Wendell
Aubrey, Charles Alton, Jr.
Austin, Kenneth Burdette, Jr.
Axtell, Stephen P.

Ayers, Peter Osgood

Bailey, William C.

Banks, Wilie B., Jr.

Barber, David Hughes
Barnett, William Patrick
Beard, Robert Adrian
Beason, John Charles
Beatty, Daniel Anthony
Beck, Scott Arthur
Benefield, Robert B.
Benham, Webster Lance, ITI
Bennett, George Franklin S.
Benoit, James Edward
Bentley, Clyde Franklin, Jr.
Berard, Raymond William
Bergersen, Leonard L.
Bernander, Paul Robert

Byrne, John H., 111
Cadwallader, William Louis P.
Calabro, Arthur Donald
Caldwell, Daniel Eugene, Jr.
Caldwell, Kenneth W.
Cannan, Stephen M.
Carolus, Jay Marvin
Cartier, David Alan
Caswell, David Lewis
Cavaliere, Louis Angelo, Jr.
Cawthon, Franklin

Cazares, David Humberto
Chaloupka, Melvin Glenn
Charlton, Dennis John
Chewning, Jeffrey Lynn
Clark, Marfred Charles
Clark, Michael Bernard
Clarkin, Thomas Robert, Jr.
Claussen, David Michael
Clements, Joseph E.
Clemons, James Durant
Coffey, Jeffrey Grant

Cole, Iven Martin

Coleman, Alfred Byrdell, Jr.
Coleman, David Scott
Collis, Harry Herbert
Conaway, George Timlin, Jr.
Cook, James Lee

Cooper, Richard Wayne, 11
Cooper, Robert Jac

Cousins, Avery Banks, ITI
Cramer, Gary Ray
Crawford, Michael Alan
Crompton, David Robert
Crossen, James Robert
Crowell, Michael Alexander
Cumminger, Frederick T., III
Cummingham, Richard McHenry
Curt, Robert Paul

Cusick, Alan Philip, Jr.
Cymerman, Zbigniew Adam
Dalby, Brian Shearer
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Dalton, Mary Ann

Dajme, James Walter
Davidson, Edward Martin
Davis, Gerald Owen

Davis, Mark Eugene

Davis, Robert Milehame, Jr.
Dean, John Wayne

Dean, Marvin Earl
Deaugustinis, William Cheste
Degnan, William Joseph, Jr.
Degolian, William Dufour
Delair, Louis, Jr.
Delatorre, Jose Luis
Delong, Howard James
Desjardins, Roland Paul
Detwiler, Richard Morris
Dietrich, Ronald Lee
Dimmette, Joel Powell, Jr.
Disse, Robert Phillip, Jr.
Divine, Robert Balaine
Dodge, John Franklin
Doesburg, James Martin
Donochue, Richard Harney
Donovan, Michael D.
Doty, Eugene Leroy

Doyle, Michael Thomas
Drake, Thomas James
Drawneck, Richard Allen
Drennon, Stephen Saunders
Driscoll, Edmund Francis, IT
Duffett, Neale Arthur
Dunham, Earl Charles
Dunlap, Billy Wayne
Durham, Douglas Oneal
Dye, John Dennis

Edson, James Marshall
Ellefson, David Andrew
Elliott, James Charles
Erbele, Douglas James
Erickson, Russell H.
Esposito, Vincent John, IIT
Eutermoser, Jeffrey Lee
Everett, Terrell Alton
Fadas, Charles Michael
Falgoust, David Edward
Farwell, Bruce Kircher
Ferris, Mead Boykin, Jr.
PFink, George Erwin
Finney, Robert Charles
Fiola, Frederic Joseph, Jr.
Fisher, John Lester, Jr.
Fitch, Michael Frederick
Fleming, John Boyd, Jr.
Flode, John William, Jr.

Forrest, Benjamin Franklin J.

Foster, Michael Sean
Foust, John Terrence
Franklin, Gerald W.
Frantz, Joseph Claude
Fratello, Thomas James
Frederickson, James Michael
Friberg, David Verne
Gabler, Barry Davall
Gaddie, Paul R.

Galenian, Gregory John
Gandy, Russell E.

Garceia, Linda Lou
Garifalos, James Ernest, II
Garland, Gary William
Gemmill, David G.

Gilchrist, David McIntosh, Jr.

Giles, Lawson Sylvester
Gillis, Roderick Cooper
Gillmor, William Sims, Jr.
Ginn, Gary Christopher
Gladwin, William Joseph, Jr.
Glassberg, Arnold Michael
Gloss, Gregory Coford
Gomez, Lawrence Ted
Gorman, Timothy J.
Grabeel, Dennis Craig
Grace, William Joseph
Graham, William Lambert
Grau, David G.

Gray, Gary John

Gray, Richard Henry
Greene, Edith Clyne
Griffin, Dorsey Wycherly, II
Griffith, Robert David
Griswold, Henry Calhoun
Gross, Edmund Samuel
Goebert, David Ralph
Guinther, John Mark
Gurry, Frank Henry, Jr.
Gustafson, John Edward
Haagensen, Brian C.
Hadley, Karl Austin

Hall, Harold Lee, Jr.

Hall, James Edward

Hall, Jeffrey, F.

Hall, William Robert
Halligan, Michael Joseph
Halvis, James

Hambleton, Michael Gilbert
Hamelin, Gregory Raymond
Hamilton, James A.
Hamilton, Robert Lane
Hammerstrom, John Guynes

Hammett, Charles Willdoughby

Hanley, John Thomas, Jr.
Hansen, Ronald Russell
Hanson, Marshall Alan
Hardin, Charles Gerald, Jr.
Harding, Robert William
Hare, Joseph Coleman
Harker, Ward W. III
Harland, Joseph A.

Harrer, Mark Halsey
Harrington, Michael Joseph
Harris, Gordon Frank
Harris, Vascar Godfrey
Harrison, Robert Wayne
Hartsfield, Francis 8., I11
Hartz, Kenneth Miles
Healy, Edward Robert
Heath, Christopher Eugene
Hebert, William Alexander
Heller, Leighton James, Jr.
Hemphill, William Bruce
Henderson, Breck Wenger
Hendricks, George E.
Henke, Charles Barton
Henry, Richard James
Hernandez, Fernando Antonio
Herzog, Martin Douglas
Hill, Steven

Himler, Marsha Sue

Hines, James Michael
Hinnenkamp, Richard Albert
Hipp, Larkin Dale

Hirsch, Gerald Richard
Hitpas, Henry Richard, 11
Hochman, James Alan
Hocking, John Leslie
Hogue, Wayne Dennis
Holley, Paul Edward, Jr.
Holz, Lloyd Nelson

Hooks, John Robert
Hoppus, Michael Leemon
Horney, Nicholas Fletcher
Horton, William Grady
Hoskins, Michael Henry
Hover, Darrell Warren
Howes, Sandra Louise Rustuen
Howlett, James Whitcomb
Hubbard, Charles JA
Hubbard, William Reymann
Hughes, Richard William
Hunter, Ronald Eugene
Huntley, Larry Ted
Hussong, Joseph Bentley, Jr.
Ihrig, Stephen Duff

Jacobs, Jan C.

Jaggers, David Howell
James, John Wells, IV
Jarvis, David Shiras

Jensen, Andrew Alfred
Jessup, David Henry
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Jindrich, Charles Anthony
Johnsen, David Willard, IV
Johnson, Arthur Gary
Johnson, Charles Burton, Jr.
Johnson, Gerald Bruce
Johnson, Johnny Wayne
Johnson, Larry Charles
Johnston, Charles Delose
Johnston, Mary Ann
Jones, Franklin Michael
Jones, Lawrence Eugene
Jones, Walter Earl

Jordan, Dwight Stevens
Jordan, Robert York
Josendale, Peter Barclay
Kaplan, Sanford Sandy
Kaskin, Jonathan David
Kaylor, Jefferson Daniel, Jr.
Kearney, John Michael
Keaveny, Patrick John
Kelly, Mark Cephas
Kennedy, William George
Kessler, James Michael
Kierstead, Richard Ashton
Kiker, William Bruce
King, Manton Ambrose
King, Thomas Sydney
Kinnear, Neil Tillman, III
Kirkland, Douglas Ingraham
Klink, Stephen Colby
Knight, John Ross

Knos, Carl Tore

Knudsen, James Russell
Koch, Kenneth W.
Kolstad, Ralph Edward
Kraemer, Thomas Edward
Krakowka, James Leo
Krift, Frederick Anthony, II
Krjeger, Patricia G.
Krygiel, Joseph John
Kucinski, Henry Joseph, Jr.
Kuemper, Albert Joseph
Lake, Charlotte Church
Lakis, Nicholas Peter, Jr.
Landkammer, Kristen Dick
Lang, Isaac Marinus
Langenheim, John Lawson
Langness, Jay Clair
Larose, Raymond John, Jr.
Lecompte, Malcolm Aaron
Lee, Patrick Douglas
Leiniger, Wilfred

Lemon, James Richard
Leonard, John Francis, I1I
Leonard, William Augustine J.
Leong, Jerrold Kim
Lepper, Robert Jarrett
Leslie, Donald Fredrick
Levine, Robert Bernard
Libera, Daniel Clark
Lindner, Robert William
Lindo, Clark Howard
Lindstrom, Jerry Duane
Link, Joseph William
Lister, Toney Joe

Lohsen, Mark Allan

Lucas, Michael Madison
Luebs, William Arthur
Lund, Myles John
Lundquist, James Roger
Lundstrom, Robert A.
Lyons, Mary Ethel

Macie, Joseph Clayton
Meckey, Jeffrey Alan
Madey, Cynthia Atwell
Macarz, Richard Charles
Marszalek, Kenneth James
Marteney, Donald Lynn
Martin, Lawrence P,
Martin, Paul H.

Martin, Stephen Douglas
Martin, Steve Richard
Martucci, Joseph Anthony, Jr.
Masch, Dennis F.
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Mastagni, Daniel Stephen
May, Charles William

May, Stephen Martin
Mazzante, Louis, III
McBarnette, Curtis Wilhelm
McBride, Francis Xavier
McBrien, Stephen Vincent
McCann, Terry Patrick
McCloskey, John Dennis
McCollum, John William
McCormick, Robert C.
McCraken, David Grant
McCullar, Edward Terence
McCudry, Russell Alan
McDaniel, Marvin Neil
McDonald, John Edward
McDonough, William Lester, Jr.
McElroy, Kevin James
McGovern, Peter Joseph
McHenry, William Irvin
McKeever, David Vincent
McLaughlin, Daniel, Bates
McMunn, Mary Eay
Means, Charles Lee
Meehan, Joseph Francis
Meisenbach, Edward Walter
Mele, Vincent Nicholas
Menez, Martin Charles
Michael, Kirk Burton
Mihocik, Robert Andrew
Mikkelson, Jeffrey Allen
Milanette, Jeffrey Charles
Milbrath, Arthur Gordon, Jr.
Miller, Charles Kimble, Jr.
Miller, Charles Raymond
Miller, James Leslie Bellist
Miller Peter, Jr.

Mitchke, Robert Paul
Mitchum, Robert William
Monahan, Timothy Patrick
Monkhouse, Michael W.
Montoya, Samuel

Mooney, Owen Gavin Jr.
Moore, George R.

Moore, George Thomas, II1
Moore, Robert Alfred
Moore, Robert Charles
Moore, Robert Lowery
Moore, William Thomas, III
Morgan, Kelly Brian
Morgan, Ralph Hopper, Jr.
Morgenfeld, Robert John
Morris, Thomas Earl
Morrow, Richhard Johnson
Morton, Robert Gary
Muehlen, David George
Mulder, James Clayton
Muldoon, Robert A.
Mussell, Richard William
Murphy, Peter Joseph
Murray, Michael Gilmour
Musselman, Robert Phillip, Jr.
Musselman, Warren Eugene
Myers, Steven Gilbert
Nafziger, George Francis
Nahas, Rafik E.

Nash, John Francis

Nelson, Richard Alexander
Nejpaver, Albert Joseph
Newlan, Ronald Scott
Nielsen, Jack Svend

Nieto, William, Jr.

Noble, Russel Scott

Nocton, Michael Eugene
Normand, Louis Lionel, Jr.
Norris, John William
Nosek, John Teofil
Nosworthy, Robert Arthur
Nugent, Joseph Hannon
Nupp, James Lee
Oberdorfer, Paul Ellsworth I.
O'Connell, Timothy Dennis
O’Connor, Michael Lawrence
Odom, Dennis Franklin
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Ogawa, Mitsuo Ken
Oliver, Steven R.

Olson, Dennis Dean
Orfgen, Lynn Charles
Osborne, Kip Reid

Oster, William H.

Oswald, Thomas James
Owens, William Andrew
Pachuta, Mark Theodore
Papin, Gregory Alan
Parke, Thomas

Parker, Charles G.

Parker, Joseph Edward, Jr.
Passmore, Robert
Patterson, James Hugh
Patterson, Terry Lee

Paul, Kenneth Albert, Jr.
Pauling, Thomas Charles
Pearson, Robert John
Pendleton, William Chapman
Penning, Joseph Charles
Peretti, Robert Austin, Jr.
Peterman, Ronald Allen
Peterson, Richard Michael
Petrek, John Stephen, Jr.
Pflug, Keith John
Phillips, Daniel Edward
Phillips, John Lynch
Pickett, Clarence Albert, III
Pipes, Larry Steven
Plavin, Martin Alan

Pope, Richard Paul
Powers, William Hugh
Prichard, Robert Donald
Pryor, Roger William
Ptak, Alan Charles
Putnam, Keith Lee

Rabe, Louis Frederick
Raetz, Greg Christie
Rainey, John Charles
Raymond, Douglas Richard
Redpath, David W.

Reed, Russell Alden

Reese, James Claude
Regan, Joseph Martin, Jr.
Reich, Robert William
Reitinger, Glenn Emerson
Releford, Tom Timothy
Ress, Charles M.

Rice, Daryl Lee

Rich, Robert Thomas
Richmond, Donald Robert
Riley, Michael Ralph
Robertson, Donald Walter
Robertson, Larry Allen
Robinson, Steven Nourse
Roemer, Geoffrey Stephen
Rogers, James Stewart
Rogers, John Marsh
Rogers, Michael D.
Rollins, Christopher Thomas
Rolph, Henry Renton Jr.
Root, Timothy Nicholas
Rothwell, Peter Sutherland
Rowe, Clifton

Roy, Cleve Joseph Jr.
Rusczyk, Richard Stanley
Rylander, William Robert
Salscheider, Kurt Michael
Sammons, Timothy John
Samuels, Charles Lee
Sanders, Wade Rowland
Sanwick, Paul Bainbridge Jr.
Schaad, Frederick Gordon
Schlake, Steven Lynn
Schneider, Roger Louis
Schramm, Mark Stephen
Schroer, William David
Schultz, Charles Wesley
Schultz, Randall Craig
Schulze, William Winfree
Schwinghammer, William Erich
Scott, Thomas Earle
Sedgley, Ronald Michael
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Seegmiller, Douglas Lee
Semko, Fred Allen

Sevier, Sammy L.

Sheldon, Robert Gail
Shellhammer, Gary
Sheppard, Christopher Gerar
Sherrard, Frank Coe, Jr.
Shields, Robert Graham
Shumlas, John Anthony
Sciedschlag, Paul Christian
Sigler, Titus Severn

Signor, Philip White, 111
Silkroski, David Alan

8ill, John Rigdon

Skelton, James N.
Skrotsky, Robert Walter
Smart, Bruce Allen

Smith, Charles Gibbons, Jr.
Smith, David Arthur
Smith, Richard Franklin
Smith, Robert Dorsey, Jr.
Smith, Robert Spencer Kerr
Smith, Thomas Hugh
Smith, Thomas James
Smith, Urban Eugene

Snell, Peter Sherman
Sneller, Lynn Jay

Snow, John Daum
Soderberg, Eric Jarvis
Sokel, William Dale
Soldano, Daniel Albert
Somadelis, Michael George
Sommer, Larry Maurice
Sosnowski, Kenneth Charles
Sojle, Douglas Jackson
Speed, Claude Oscar, III
Sprigegs, David Arthur
Stambaugh, Albert Leroy, 111
Stanton, Donald Leon
Stark, Francis Cleveland, II1
Stark, Richard Douglass, Jr.
Stas, Nicholas John
Stefaniak, Richard Thomas
Steinert, Charles Samuel
Stengl, Louis Carl

Stephen, Alexander Craig
Stevens, Ronald Walter
Stevenson, Susan Mallick
Stewart, Michael Bennett
Stewart, Robert Edwin
Stinger, William Elwood
Stockton, Herbert Hammond
Stockton, Jackson Allison, Jr.
Stockton, Steven Loren
Stokes, James Milton
Strickland, Walter Leonard
Strobbe, Robert James
Strube, David Carl

Subin, Michael Louis
Sudnick, Daniel R.

Sullivan, Jerry Joseph
Sullivan, Timothy Finbar
Susik, Michael Bruce
Sutter, John Lester

Swailes, John Hamlin
Swanson, Paul Arthur
Taramasso, Daryl

Taylor, Robert Emerson, Jr.
Teller, Robert Warren, Jr.
Tempest, Mark Jacquot
Tennyson, Nicholas Jon
Terhar, Louis Frederick, Jr.
Terry, James

Tetlow, Thomas George
Thomas, Daniel Richard
Thomas, John Rawls
Thompson, Kenneth Earl
Thompson, Ray Charles
Thomson, Richard Charles
Thorstenson, Michael Peter
Thurston, Steven Ronald
Todd, Alan Mitchell

Todd, John Lawrence
Torbenson, David Michael
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Torelli, Nicholas Marcus, Jr.
Towers, Joseph F., Jr.
Traver, Stephen Alan
Trickey, Tyler William
Troutman, Stephan Brown
Trouville, Authur Girard
Tucker, Eugene Frank
Tufts, Arthur Woodman
Turner, James Lawrence
Tuttle, Jackson Corpening, II
Uhre, Craig Marvin
Ulrich, Vinton Kenneth, Jr.
Utschig, Thomas J.
Vanamberg, Joel R.
Vanderhoeff, William Johan
Vanderschuur, Paul
Vansittert, Thomas Paul
Vasicek, Patrick Richard
Vickerman, David Clark
Vinink, Edward Joseph
Vogel, George Conrad
Vorhoff, Patricia Ruth Murph
Waddell, John William
Waddell, Ray Kirk
Wagatha, Thomas Vincent
Whagner, Charles Steven
Walborn, Jerry Delbert
Walker, Robert John, Jr.
‘Wallin, Ralph Douglas, Jr.
Walsh, Gregory Edward
Walsh, John Kevin
Walters, William Terence
Ward, Arthur Jay
Ward, Terry Warren
Wasserman, William Louis
Waters, Cecil Lathan
Waters, Raymond Spencer, Jr.
Waters, William Henry
Watson, Robin Alexander
Weatherly, James Michael
Webb, John Robert
Wechselberger, Jacob Frank
Weems, Billy Wayne
Weidert, Leonard Louis, Jr.
Weise, Stephen Paul
Welch, John Kirtland
Wells, Michael James
Wesolowski, Robert Alan
White, Richard Marshall
Willcox, Thomas Savage
Williams, James Wayne
Williams, Robert Wister
Williams, Scott K.
Williamson, Larry Arthur
Willoughby, Thomas Earl, Jr.
Wilson, Paul William
Wilus, Michael Stephen
Wingert, Neil Steven
Woiwode, Michael John
Wolfe, James Robert
Wolff, Conrad Earle
Womer, Rodney Keith
Wood, John Steven
Wood, Mark Alan
Wood, Will Oscar, Jr.
Woodall, Allen Gene
Wright, Roosevelt Ruben, Jr.
Yonker, Robert Harold
Young, Thomas C.
Zader, Gustave Charles, Jr.
Zatezalo, Warren Matthew
Ziegler, Robert Lee
Zimmer, James Alex
Zwingle, Christopher David
UNRESTRICTED LINE OFFICERS (TAR)

Akers, Carl Wayne

Askey, Charles Benjamin
Beaver, Dennis Thomas

Bell, John Bradley

Bellows, Douglas James
Blanton, Lindsay Chambers, Jr.
Braselman, Herbert P.
Brooker, Susan M.

Bryant, Michael Bradford
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Bunn, Bennie Garland, ITI

Cannon, James Dennis

Champion, William Thomas

Dean, Billy Joe

Duetsch, Robert Alfred

Fisher, Robert Stewart, Jr.

Foursha, Sammy Lee

Gato, David Thomas

Hadden, Carlyle Frederick

Halvorson, John Lyle

Hookanson, James Frederick

Jones, Thomas Levatte

Kirkish, Douglas James

Kohne, John Edward

Korbak, Michael, Jr.

Largent, William Dayton, IT

MacGarvey, Ronald Elliot

May, John Donald

McAtee, Thomas Lee

McGuire, John Kingsley, Jr.

McLaughlin, John P.

Meadowcroft, Robert Allen

Mills, Dennis Reginald

Morrell, James M.

Nelms, Danny Charles

Nolen, Ulysses Louis

Page, Jack Wayne

Peterson, Patrick Brian

Petykowski, Jerome Leonard

Piersig, William Michael, Jr.

Probert, Roger Howard

Puzon, Daniel Isaac

Reisig, Rowland Dean

Rizy, David J.

Roeting, William Henry

Round, William H.

Schrade, Donald E.

Schum, Michael E.

Shealy, Wilson Otto

Shelton, Connel Michael

Simpson, Terry Lee

Slider, Victor Lee

Smith, Roy Michael

Strzemienski, Stephan Joseph

Surratt, Randal Lee

Swain, Donald Alan

Thompson, John Thomas

Tomich, David Bennett

Torres, Alexander

Underwood, Jonathan Charles

Walsh, Thomas M.

Zolla George Allen, Jr.
ENGINEERING DUTY OFFICERS

Adams, Andrew Roderick
Allen, Kristin Lloyd
Anderson, James Larry
Armenia, Michael Peter
Briggs, Fred M., 111
Bruckner, Charles John, Jr.
Cook, Rodney L.
Detterline, Carl Lynn
Dick, Reay Stewart, Jr.
Donovan, Stephen James
Drumm, Donald Kenneth
Elin, John Oliver

Ellison, Carl Edwin
Florio, John Francis
Freeman, Ivan Elmo, Jr.
Gant, Gregon Lee

Gjovig, Allan Jerome
Jouannett, Peter Richard
Kaucher, James Elmer, Jr.
Kreutzer, Kenneth Lee
Kubo, Lawrence Hiroshi
Martsolf, Steven Wesley
Mayhan, Terence W.
McGrail, John Michael
Merschoff, Ellis Wesley
Mikhalevsky, Peter Nicholas
Moran, Robert Paul
Morgan, James Larry
Penn, Lanning Michael
Shebalin, Paul Valentine
Skolds, John Lawrence
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Thoma, John Otto
Wasalaski, Robert George

AERONAUTICAL ENGINEERING DUTY OFFICERS
(AERONAUTICAL ENGINEERING)

Anderson, Royce

Harrison, Jeffrey A.
Palazzo, Anthony John, Jr.
Sanders, George Huey
Stratton, Raymond Wayne
Zulich, John William

AERONAUTICAL ENGINEERING DUTY OFFICERS
(AVIATION MAINTENANCE)

Curry, William Mulford
Malone, Laurence James
Rappaport, Gerald Paul
Tyson, Dan M.

SPECIAL DUTY OFFICERS (CRYFTOLOGY)

Allen, John Merrill
Clausen, Richard John
Clements, Albert William, Jr.
Cook, Michael John
Doshier, Alan Jeffrey
Doyle, David Joseph
Heavey, Martin Richard, Jr.
Hill, Lawrence Allen
Jaehnig, James Leonard
Knight, Robert Milton
Koehler, David Arthur
Koelemay, Maurice Martin
Musto, Pasquale Arthur
Siegel, Samuel Lee

Skinner, William E.

Valle, Paul Michael

SPECIAL DUTY OFFICERS (MERCHANT MARINE)

Britt, William Clifford
Conlin, Richard Royce
Field, David Sutton

Foley, William Devereux
Kinder, Cliffor

LaPalme, Albert Francis
MeWilliams, John Michael
Miller, Gary N.

Nikaido, Minoru, James
Ohnstad, Peter R., Jr.
Osander, Edward H.
Rancourt, Norman G.
Rood, Larry Norman
Skoropowski, Ernest Paul
Stribling, Edward E.
Williams, Edward Barney, Jr.

SPECIAL DUTY OFFICERS (INTELLIGENCE)

Anderson, John Maynard
Beeler, Judith Crawford
Bishop, Donald Clifford
Bogan, John Charles
Bostwick, Willard David
Boule, Earl Michael
Bradshaw, Kenneth Delos
Broadley, Timothy Shaw
Brown, Lawrence Gregory
Burks, Edward Lee
Campbell, Fred Hammond
Carlson, John Lawrence
Chambers, Michael Perry
Chernoff, Albert Richard
Cox, David Lawrence
Craig, William Earle, III
Daywalt, Theodore Lewis
Deitch, Harry Edward, Jr.
Dierks, Gordon Rollo
Diraimo, Edgar Frank
Doyle, William Edward, III
Dyer, Dwight Dewey
Eissler, William Roberts
Fennell, Charles Keith
Fenstermacher, John William
Frey, George Marshall
Fry, Grant Reed

Fuhr, John Carter

Fyda, James Francis
Garrett, Alexander Reid, III
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Gastgeb, David Charles
Gerth, Gary John

Gewerth, Joseph Francis, Jr.
Good, Todd Alan

Goss, Michael William
Griffing, Carolyn Day T
Gugisberg, Mark Robert
Halbig, Michael Carlos
Haney, William Roy
Harman, John David
Herman, Laurence True, Jr.
Hines, Hubert Orville
Honan, Michael Patrick
Hottel, Douglas William
Huddleston, Colin Campbell
Jamison, Earl Joseph
Jennings, Belton Emoulous, IT
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McElwreath, Sally Chin
Miller, Larry Dean

Nemeth, Christopher Paul
Pinard, Thomas Clifford
Schneider, Charles Frederick
Snook, Thomas Russell
Snyder, David Michael
Stowe, Charles Robinson Beec
Taylor, Christopher James
Vickers, James Robert
Williams, Wellington Jenning

SPECIAL DUTY OFFICERS (OCEANOGRAFHY)

Carron, Michael Joseph
Nall, Stephen Lloyd
Paulus, Richard Alan

IN THE Navy

Battle, Joseph Ceasar
Bauder, Dean Harold
Bauer, Thomas E.

Baxter, Roxanne Lea Thomas
Beach, Daniel S.

Beam, David Clyde
Beattie, George Taylor, Jr.
Beaver, James M.

Becker, Deborah Ann
Becker, Gerard Lee
Becker, Lawrence Charles
Beck Michael C.

Belser, Steven Michael
Bennett, Brian Eugene
Bennett, Jerry F.

Bennett, John S.

Bennett, Richard Scott
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The following-named lieutenants in the Bentley, David L.
line of the Navy for promotion to the per- perg Richard Charles
manent grade of lieutenant commander, Berg Scott Alan
pursuant to title 10, United States Code, gerner, Joseph M
section 624, subject to qualifications there- . :

Jones, Royden Edwin, Jr.
Jordan, David Milton
Kelberlau, William Ralph
King, Stephen Quinton
Kirby, Thomas Michael

Kirwin, Richard James
Klein, Phillip Drake
Kokkinakis, George Nicholas
Lai, Alexander

Lancaster, Joel Ray
Lauzon, Pierre

Liardon, Darrell Lee
Libuse, Janis Leanare
Lussier, Norman Vincent
Macnish, Stephen Michael
McDonald, William Michael
McKinney, William Lynn
McMaster, Marla Jill
McPherson, Victor Holiday
Merrill, Patrick Henry
MIller, Robert Arrington
Miller, Sharon Elaine
Miskill, Diana Shelton
Mitani, Michael Kiyoshi
Moorman, Mickey Carl
Morin, Norman Gerard, Jr.
Naylor, William Mark
Newhard, Allen Sames
Nilsson, Jeffrey Stephen
Norris, James Clindon
Nowak, Thomas John
Olvera, Carlos Nelson
Palmer, Henry Boberg
Pelaez, Wayne Roger
Power, Timothy Henderson
Preovolos, Michael John
Pyle, Gerald Fredric
Reppard, David Bruce
Rhoads, Donald Ray
Robertson, Andrew Coxe
Robertson, Claude Eugene
Sandeno, Robert J.
Schoonover, Eleanor Sloan T.
Shjler, Stanley Charles
Shurly, Burt Russell, III
Sprinkel, Jan Arthur
Taylor, Philip Arnett
Uhrich, John Paul, Jr.
Waite, James Leroy
Whelan, Stephen John
White, Richard Mahaffey
Wilton, Sarah Gay

Wolf, Joseph George

SPECIAL DUTY OFFICERS (INTELLIGENCE) (TAR)

Brooks, Stanley Preston
Morton, Barry Vonberg

SPECIAL DUTY OFFICERS (PUBLIC AFFAIRS)

Berryman, Eric J.C.
Brender, Mark Edward
Feldman, Peter Michael
Fox, Richard Alan
Fulbright, Robert William
Gonzales, David Jacob
Heard, William Henry, Jr.
Houghton, Robert Menagh
Martin, Don Richard

for as provided by law:

UNRESTRICTED LINE OFFICER (11XX/13XX)

Abbott, Bruce Allen

Abel, Joseph Lawrence
Adams, James P.

Ade, Edward Kenneth
Adolphson, Eeith Victor
Adrick, Mark K.

Aland, David J.

Albert, Steven Patrick
Algood, Bert R.

Allard, Frederick D., Jr.
Allard, Martin Robert
Allen, David Lee

Allen, Douglas James
Allen, Gregory J.

Aly, Sherrie Susan
Amster, Daryl Lyn
Andersen, James Christian
Andersen, Robert
Aderson, David Owen
Anderson, Mark Allen
Anderson, Mark B.
Anderson, Wilhelm
Anduze, Neal Edwin
Anhalt, Michael Dennis
Ardouin, Lisa Ann
Arellano, Reynaldo Austria
Arguello, William R.
Arminio, Thomas John
Armitage, David M.
Armstrong, Danny Wayne
Armstrong, David Spencer
Arrowood, Jacquelyn Marie Yo
Artho, Alfred E.

Artzer, Steven P.

Ashby, Jeffrey Shears
Atkisson, Mark M.

Austad, Craig Kermit
Bachman, Stephen Dale
Bader John T.

Badini, James Michael
Baer, Dennis Robert
Bagby, Steven Mallard
Bailey, Tony M.

Baker, Duane Martin, Jr.
Baker, Rodney Lee

Baker, Terrance L.

Bales, Robert Franklin, Jr.
Balmert, Mark W.
Bankston, Benjamin Hiram
Barbaree, Robert Donel, Jr.
Barber, Edward M.
Barnes, David Richard
Barnes, Joseph L.

Barns Thomas Davenport
Barron, Claude E.
Barrowman, Mary Ann McCullen
Barton, George F.

Barton, Larry Steve

Bass, Richard Allen

Bass, Roy Clyde

Bigelow, David Dwight
Bily, Thomas J.
Bindman, Carl David
Bitar, Kenneth Joseph
Blandford, Robley
Blasko, James A.

Blower, Fred William
Blunt, Susan J.
Boatwright, Brooks Owen, Jr.
Bogdanowicz, Robert A.
Bohlmann, Joel E.,

Boice, Nancy Konrad
Boland, Donald J.
Bolich, Harry P.
Borchers, Mark M.
Bornemeier, Philip Albert
Bostwick, Steven Ray
Bowles, John L.

Boyd, Austin W., Jr.
Boyd, Michael Edward
Boyle, James Earle
Bracewell, Herbert William J.
Bradley, Stephen Graig
Branch, Ted N.

Branson, John J.

Braun, Arthur Christian
Braun, Carl William
Brethauer, Todd Steven
Brewer, James R.
Bricker, Martin P.
Brinkley, Ronald Waverly
Bristow, William Kreiner
Brittle, Jeffrey Scott
Brooks, Forrest E., ITI
Brooks, Michele Anne
Brown, Theodore H.
Bruetting, Dale Allen
Brus, Henry H.
Brynestad, Mark A.
Buckingham, Jack Edgar, Jr.
Budweg, Gregory J.
Buehn, Robert A., Jr.
Buesser, Frederick M.
Burdine, David Austin
Burkett, Bruce T.
Burney, Stanley H.
Burton, John C.

Butler, Dempsey, III
Byrd, Gregory L.

Cain, Chris C.

Caldwell, Nathaniel French
Callahan, Kim Francis
Camacho, Joseph D.
Campbell, Jeffrey Reid
Capponi, Michael

Caram, John M.

Card, Kendall L.

Cardosi, James J.

Carey, Michael J,
Carlton, Jo Anne
Carpenter, Larry Irvin
Carter, Bruce W.

Carver, William K.
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Case, Duane D.

Casto, Daniel Pineda
Caulfeildjames, Jeffrey Paul
Caulk, Peter M.

Cerne, Victor Lee
Chadbourne, Barbara Jean Nel
Chaimowitz, Joel Warren
Chambers, Heather Ann
Chamblee, Richard E.
Cheeseman, William E.
Cheever, James R.

Cheri, Lionel L., Jr.
Chow, Michael J.
Christensen, Peter Hugh
Christensen, Ryan L.
Christofferson, Edward Alber
Cioni, Gene Robert
Cirmo, William Francis, IT
Clardy, George Leighton
Clary, Monecia Renia
Clary, Robert William, Jr.
Claus, Colin D.

Cleaver, Christopher Mark
Clinko, Stephen E., Jr.
Cobery, Janel Dee
Cofield, Guy B.

Cole, James O.

Colman, Paul T.

Comis, David Lionel
Cone, Allen D.

Connery, Robert Edward, Jr.
Connor, Charles E.
Conrad, Donald Charles
Conway, Wallace, J.
Conwell, Candace Lee
Cooke, Barry Thomas
Cooke, John G.

Cooper, David R.

Cooper, Gregory H.
Cooper, Ruth Anne
Coppenbarger, Mark Wayne
Corcoran, Mimi NMN
Corkill, Jean Frances
Cornish, Gregory

Corpus, Jose R.

Costanzo, Ralph R.
Costello, John M.

Coufal, Jerry Wayne
Coulson, James D.

Cox, Miriam Anderson
Coye, Maribeth

Crane, Jeffrey B.
Crawford, Donald Carr
Creech, William Lyman
Crevier, Raymond

Crews, Edward Lee, Jr.
Crisp, Michael D.

Cronin, Judith Louise
Crosbie, Michael Kerbie
Crowell, Ronald Anthony
Crowley, Kenneth Lee
Crow, Michael Lewis
Cruze, Shelley Jo
Cullinan, Robert L.
Current, Richard

Cutri, Anthony Dominick
Dailey, Steven William
Dalton, Dennis F.
Damico, William T,
Daniels Williamm Dwight
Daugherty, Marshall Dean
Davis, George D, II1
Davis, Jeffrey J.

Dawson, Brooke Alyn
Dawson, Robert M.
Debella, Linda Guadalupe
Decker, William Leecraft
Deeble, KEenneth M.
Deems, Sharon Ann
Deitch, Nancy Lambert
Demartini, Edward J., Jr.
Denam, James Donald
Denton, Willard Eugene
Depuy, James Stanley

Dewes, William E.
Diefenbach, Andrew Lawrence
Diller, Marlin G.

Dimel, Mary Charlotte
Ditko, Donald R.
Dodsworth, Rodney
Doggett, Amy N.

Doherty, James M.

Dom, George Byers
Dominicei, David Albert
Doten, Glenn Emerson
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Estrada, Joseph Earl
Faust, Richard
Ferranti, Jerry Wilber
Fickes, Robert Larry
Fuller, James Byron
Gage, Fredrick Eugene, II
Gilboy, Richard Patrick
Godwin, Marshall Earl
Goldenberg, Jack Phillip
Griffith, Lawrence Dean
Griffith, Roger Nyle
Hamilton, Edwin Philip
Hanneke, Thomas William
Harritt, John Douglas
Hartley, William Jud
Havens, William Edward
Heath, Benjamin Arden
Heery, Joseph William
Hines, Gordon John
Hosking, James Raymond
Hough, James Howard
Howard, Donald Eugene
Hudnell, Audie Lee
Hurst, Larry Carl
Ingraham, Leroy Diller
Jackson, Noah William
Jennings, Lacey
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Johnson, Bruce E.
Johnson, Dennis Willard
Johnson, William McKenley, Jr.
Kelley, Steven James
Kennedy, John Michael, Jr.
Kerner, James Charles
King, Leonard

Kluber, Richard Harold
Knight, John C.

Knight, Michael Andrew
Kugler, David Lee

Kurek, John H.

Kuriger, James Lawrence
Lakey, Carroll Lee

Larkin, Stephen Everett
Lee, Richard Edwin Kealoha
Lester, Brian Edward
Lippa, Val Edward
Litzinger, John Timo
Livingston, Jeffrey Alan
Long, Curry Andrew
Lucas, Paul Robert

Lydick, Wayne Allen
Magnusson, Everett Carl
Malson, Robert Charles
Mayock, Patrick Michael
McCarthy, Thomas William
McDonnell, Alfred F.
McElfresh, Thomas Carter
McGaughey, Philip
McKinney, Frank A., I1I
McQuiston, Jonathan A.
McThompson, Larry Alan
Meadors, Dennis Edgar
Melay, William Denis
Melio, Craig Fenn

Merritt, Gene Riley

Miller, Glenn Earl
Moddesette, Anthony Sherman
Moore, Bruce F.

Munter, Charles Howard
Murphy, Charles Lewis, Jr.
Murtagh, Anthony
Musgrove, Rhudean Carl
Musto, Lawrence Louis, Jr.
Muth, William Ernest
Myers, William David
North, William Henry, III
Odell, James Craig
Odenbrett, Vincent Dominic
Olic, Frank Philip
Overbey, James Randall
Peters, Bryan Q.

Phillips, Charles Leon, Jr.
Porter, James Michael
Prange, Wilmont John
Quijada, Richard H.
Resner, William Edward
Rosenboom, Roger D.
Ruth, Edward Lee
Rutland, William J oseph, Jr.
Scarborough, Leslie David
Scates, Timothy Earl
Scott, Raymond

Sellers, Charles Thomas
Sellers, Kenneth Ray
Sharpe, Kenneth W.
Simmons, John Clark
Sims, Hollis E.

Slone, David Curtis

Smith, George Olan
Smith, Samuel Melvin, Jr.
Smith, Waymon A.

Snock, Maximillion R.
Sonderman, Donald Duane
Spiva, Stephan Dale
Stewart, David Val

Sund, Jim Ervin

Sylvester, Richard Roland
Trumpower, Robert Eugene
Walls, Leon

Watkins, George Augustus
Weber, Raymond Paul, Jr.
Westphal, Robert Lee
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Wetherington, Rayford Ear] Wilcher, Larry Dwight Witte, Herman Gerhardt
Wheat, Gary Ray Wilke, Lanny Ernest Worthington, Michael Allen

Whelan, Robert Lawrence Williamson, Gary Wayne Young, David A.
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